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The Peace Talk 





ge rage Y has made a direct plea for peace, which the En- 
tente Allies one after another have promptly rejected. 
President Wilson has addressed a note to the belligerents on 
both sides asking them to outline what terms of peace they stand 
ready to accept. ‘This note has provoked much anger in France and 
Great Britain, and seems to have stiffened the determination of the 
Entente powers to fight on until the objects they are contending 
for are attained. One expression in President Wilson’s note was 
open to the interpretation that each side is fighting for the same 
end. The Allies bitterly resent this. 

The President’s note not only stirred things up on the other 
side, but came near causing a financial panic here. Secretary Lan- 
sing in an interview intimated that the note meant that we were 
ourselves on the verge of war—an announcement which started a 
tremendous selling movement in the stock market; then the Secre- 
tary explained his first explanation, and there was a temporary 
sigh of relief. 

The context of the President’s note hardly justifies the inter- 
pretation given it by the Entente powers. He perhaps intended to 
convey the thought that according to the statements made by the 
statesmen of the antagonistic nations all were fighting for the same 
ends. But, on the other hand, so adroit a phrase-maker as President 
Wilson could hardly lack the ability to make his meaning clear and 
unmistakable. Possibly he intentionally put the statement in this 
somewhat equivocal form for the very purpose of eliciting the 
vehement protests which the Allied powers have made since the note 
was written. 

Anger on the part of the Entente powers over the President’s 
note is no doubt aggravated by the course of the United States 
throughout the war. They believe we should have shown more prac- 
tical eoneern for the things they are fighting for; that we did not, 
and even failed to take any decisive action when our own rights were 
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invaded, make pious expressions in the numerous Presidential notes 
rather galling. 

But peace will have to come some day. Its terms must be for- 
mulated soon or late. It seems plausible that the President should 
ask those who are fighting to state the terms on which they are 
ready to end the war. The Allies reject that view, nor do they 
receive Germany’s overtures with any more favor. Evidently they 
do not intend to make peace upon outside suggestion nor at the 
behest of Germany, but wait the hour when that nation shall sue 
not as the victor but the vanquished. 





PROFITS ON THE TRADE IN MUNITIONS 





REAT fortunes have been acquired through the manufacture 
and sale of munitions of war to the fighting nations in Eu- 
rope. The business was one to which we were not accustomed, 

having been at peace for over a half-century at the time the war 
began. Our brush with Spain can hardly be considered as a serious 
interruption of this long peaceful era. American manufacturers 
are notably resourceful. At the outbreak of the war, while they had 
plants well equipped for ordinary manufacturing, they were not 
specially fitted for the making of war materials, nor did the manu- 
facturers themselves have much if any experience in this branch of 
industry. They were not in July, 1914, particularly busy, as it was 
a period of rather dull business, and were thus able to turn their 
attention to the new demands suddenly made upon them. That 
they have met these demands in a way to establish the skill, re- 
sources and energies of American manufacturers, the results at- 
tained sufficiently show. The shipments of war munitions to the 
Entente Allies have had a powerful influence in sustaining their 
side, and may even prove a strong determining force in the final 
result. 

This trade in deadly missiles apparently has been extremely 
profitable. There are those who think the profits excessive. Of 
this number is the Comptroller of the Currency, who said in a recent 
address: 

“For the munitions and equipment of war we have been sup- 
plying to the belligerent countries we have taken sometimes cruel 
advantage of their necessities and have charged them prices which 
are well-nigh intolerable—prices which have yielded in some cases 
200, 300 or 400 per cent. profit. Is this fair? Is this justifiable in 
2 Christian nation?” 
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The question as to what is a fair profit to be exacted by “a 
Christian nation” engaged in furnishing materials for killing people 
may be passed by in the absence of more detailed data on this fine 
ethical subject. 

Numerous mushroom millionaires will henceforth date their rise 
to fortune from the beginning of the munitions trade with Europe. 
Not only have the few been enriched, but apparently there is a wide- 
spread prosperity. Everybody is working and at high wages. And 
yet, in characterizing the prevailing prosperity as “apparent,” has 
not the real situation been correctly indicated ? 

Prosperity, in the material sense, consists in an abundant pro- 
duction and wide distribution of the goods that contribute to the 
well-being of mankind. 

How do present conditions meet this test? It will be said that 
while prices of the necessities of life are high, at least the farmers 
who produce the bulk of these necessities are prospering. But have 
you ever heard greater complaint than now about people leaving 
the farms? If the profits derived from farming were satisfactory, 
abandoned farms and the vast reaches of uncultivated lands would 
disappear. Men would go into farming as they go into other lines 
of business—to make money. 

Those who live on salaries and wages which rise but slowly, and 
do not keep pace with the advance in the cost of living, find them- 
selves in almost desperate straits. A scale of living entered on in 
more normal times can not suddenly be altered, and the attempts 
made in this direction seem futile, the gains possible being swallowed 
up by some fresh extortion. Complaints of inability to make both 
ends meet were never more numerous and perhaps never more true. 

Of course, the statisticians will all quote you columns of figures 
to prove the contrary: exports are the greatest ever known (but 
as to how domestic prices have been affected in consequence no in- 
formation is given); the volume of money in the country is un- 
precedented (they say nothing about what the money will buy) ; 
bank deposits are at the highest level ever known (what bank “de- 
posits” are and what they mean, you are left to infer) ; wages are at 
top-notch (but they are silent as to what wages will buy compared 
with other times), and so on along the familiar columns of figures 
generally employed to prove the existence of prosperity. 

The almost universal murmuring among all classes except the 
comparatively few mushroom millionaires, the strikes and lockouts, 
the threatened bread riots, these tell a different story. 

If one should carefully look below the surface of our so-called 
prosperity, might not the conclusion be reached that it is almost 
wholly false and illusory? 

Would it be going too far to say that America, instead of mak- 
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ing vast profits out of the war—a taunt often repeated by all the 
European belligerents—has made no profit whatever? 

We have either gained or lost, and probably a searching exam- 
ination of all the facts would show a balance on the wrong side— 
not indeed in the foreign trade, or in the volume of gold, but in 
the actual conditions affecting the lives of the people. 

On international account we have gained in the following ways, 
and of course in some others: 

(1) We have bought back a large amount of American securi- 
ties held abroad, 

(2) We have become buyers of the securities of other countries. 

(3) We have obtained from abroad a very large stock of gold. 

Each of these items could be represented by figures, but the 
other side of the account, which will presently be stated, could not be. 

As to the first of the supposed gains, how real is it? Did not 
the United States borrow abroad for production purposes, and 
was not this foreign capital—generally obtained at a low rate— 
being used to build up our railways and industries? That we have 
through the great profits suddenly accruing been able to buy back 
a lot of our securities by no means proves that it will be convenient 
or easy to retain them when conditions change. 

Much has been said in this country of late as to the desirability 
of holding foreign securities, and as mentioned in the second item 
above, we have invested a considerable sum in such securities in the 
last two years. But while fully conceding the economic desirability 
of these loans to a nation that can afford them, the contention that 
the United States has changed overnight from a debtor to a creditor 
country is misleading. Temporarily, and perhaps permanently, our 
share in international financing will be larger than heretofore, and 
very likely will continue to grow. Yet it must not be forgotten 
that this is still a young and undeveloped country, needing probably 
all our own capital and more. 

As to the increase in the stock of gold, positive opinion exists in 
this country that this gain is actually a loss; that we did not need 
the gold, and that it has tended to inflate credit and to raise prices. 
Conceivably, the gold might have been put to a wiser use in strength- 
ening the bank reserves and currency, but since it has not been so 
employed as fully as might have been, the conclusion is warranted 
that the large flood of gold coming into the country since the tide 
turned soon after the war began, has proved of doubtful value. 

In measuring these theoretical gains, it will be seen that they 
are more or less deceptive. As to the other side of the ledger—the 
losses—it is not altogether easy to produce actual figures. Still 
dealing with the international account, we find trading with some 
of our best customers greatly curtailed or totally destroyed, either 
because of blockades or lack of shipping; thousands of ships, includ- 

















THE BANKERS MAGAZINE 5 


ing many of our own, have been sunk. To replace these will require 
the diversion of capital from other productive employment, and 
a great deal of labor to repair a pure waste. The travel between 
American and European lands is practically suspended. 

The big exports, the huge bulk of gold, the busy workmen em- 
ployed at high wages, all have about them evidences of the greatest 
prosperity. Other nations, deriding us for lack of courage to fight, 
are also envious of the supposed profits we are making out of war. 
They say our only concern is to coin the misery of others into gold. 
Is it a spurious coinage? Are the fruits of this trade Dead Sea 
apples? 





SOUNDNESS OF ECONOMIC CONDITIONS 





N one of the opening paragraphs of the “Annual Report on the 

Finances,” recently transmitted to the Speaker of the House of 

Representatives by the Secretary of the Treasury, appears a 
statement which may well attract attention and arouse discussion. 
The Secretary says: 


“Fundamental economic conditions have never been more 
sound.” 


If one were to be guided by mere surface indications, Secretary 
McAdoo’s statement would be accepted without hesitation. For- 
eign trade figures are at their highest level; we have the greatest 
gold stock ever accumulated in the world; labor is fully employed 
and at high wages; bank deposits have broken all records; crops 
have been generally good and have sold at high prices. 

If anybody denies, in the face of all these indices of prosperity, 
that we are really having “good times,” he must be a chronic pessi- 
mist. 

But that of course is not the question. Times are good, in the 
ordinary sense, so far as relates to the elements above mentioned. 
But are fundamental conditions sound, sounder than ever before? 

Is a big foreign trade, based largely upon war, fundamentally 
sound ? 

Is a big gold reserve obtained through this war trade and the 
exceptional conditions produced by the war fundamentally sound? 

Are the high prices largely caused by the war fundamentally 
sound ? 

Is that a fundamentally sound condition where a few men 
almost overnight have become bloated millionaires while masses of 
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the people yet find the procuring of the ordinary necessities of life 
a heart-breaking problem? 

Are the evidences of luxury and extravagance typical of funda- 
mentally sound conditions? 

Is the perplexing railway situation fundamentally sound? 

Is that a fundamentally sound situation where a large portion 
of our wage earners are employed in industries that may disappear 
almost in the twinkling of an eye? 

The Secretary of the Treasury wrote the statement quoted 
within less than a month after the Presidential election. Possibly 
he unconsciously permitted some of the enthusiasm engendered by 
the result of that event to find its way into the otherwise cold pages 
of the “Annual Report on the Finances.” 





BUYING AND SELLING IN BANKING 





N recent years the most alert banks of the United States have 
begun to pay considerable attention to the matter of advertising. 
Twenty years ago every bank advertisement was exactly alike, 

so far as form went. All announced that a regular banking business 
was transacted, and a few of the more venturesome stated that 
correspondence was solicited. These thrilling sentences, together 
with the name and location of the bank, its capital, surplus and 
profits, and a list of officers, completed the bank announcements 
customarily seen as recently as twenty years since. ‘Times have 
changed. Nearly all the advertising of a live bank to-day contains 
a real message to the person addressed, and this message is pre- 
sented in an attractive form. 

Banks have many services to offer the public, and these are now 
being forcefully presented. 

It remains true, however, that a large part of bank advertising 
consists in inviting deposits. A bank in obtaining deposits from 
the public is in reality borrowing funds in order to lend them to 
others. In law the relation between a bank and its depositor is 
merely that of debtor and creditor, the bank being the debtor and 
the depositor the creditor. The price which a bank pays for de- 
posits not only varies in amount but does not always consist of the 
same thing. Most banks pay interest on deposits if left with the 
bank a certain length of time; others pay for the use of deposits by 
rendering the depositors a service of some kind—making them loans, 
collecting notes and drafts, paying the depositor’s checks, etc. 

Strangely enough, as it would seem at first sight, while a bank 
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is ready enough to advertise for deposits, few banks care to adver- 
tise that they are ready to make loans. They have no reluctance in 
making it known that they are willing to become indebted to the 
people, but are chary about saying anything to indicate that they 
are willing to have the people become indebted to them. 

As already indicated, all bank advertising twenty years ago was 
what was then known as cards, of the dignified form mentioned 
above. This kind of advertising is now called the tombstone style, 
something appropriate for “epithets” as Mrs. Malaprop might 
say. It was considerable of a concession when banks began to ad- 
vertise at all. The idea that the public should actually be invited 
to come into the bank was a severe jolt to the president of the ultra- 
dignified type. When the more progressive banks really began to 
say something in their advertising, many of these old-fashioned 
fellows thought the end of all sound and safe banking was at hand. 
That they were mistaken we all now know. It is no longer con- 
sidered a violation of banking ethics to advertise for deposits. 

But few banks ever advertise their readiness to make loans. 
Yet it is necessary for the bank to lend if it continues to borrow— 
that is, to invite and to receive deposits. Presumably, the theory 
upon which most banks operate is that there will always be enough 
good applications for loans without any advertising, and to adver- 
tise its lending facilities a bank would be encouraging the borrow- 
ing of money and thus tend to create a condition leading to over- 
lending and inflation. ‘They appear to be less concerned about en- 
couraging others to lend to them, although it would not be difficult 
to show that ordinarily when a bank borrows from a depositor—that 
is, when it receives a deposit—there is more inflation than when the 
bank makes a loan. 

The assumption that a bank will always have all the good appli- 
cations for loans that it can handle does not universally hold true. 
Some banks in certain localities experience dull seasons in lending, 
just as merchants do in selling goods. It is not unusual to hear a 
banker complain that he has too much money. But in the face of 
this slack demand for funds, he is debarred by prevailing notions 
as to banking ethics from advertising to make loans. 

Does this practice rest upon sound principle or is it on a par 
with the antiquated style of bank advertising that existed twenty 
years ago? 

Is not the credit which a banker has to sell just as proper a 
subject for advertising as the carrots or turnips which the grocer 
has to sell? 

How can a bank expect to attain the highest degree of useful- 
ness and prosperity if it attends only to the buying end of its busi- 
ness and neglects the selling end? Is not the latter at least as im- 
portant as the former? 
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Here and there a bank does timidly announce that it is often 
able to help young men who are depositors in meeting their busi- 
ness problems. This timid announcement is probably too deep for 
the average young man starting in business. 

But if bankers feel a just hesitancy in breaking with traditions 
in regard to advertising loans, there is another phase of financial 
publicity to which this hesitation surely does not apply, and that is 
the sale of investment securities. Here is an almost unlimited field 
for education. The general public and even many banks are greatly 
in need of sound education in regard to investments. The foreign 
loans recently placed here have been rapidly absorbed, considering 
that our people knew so little about investments of this character. 
But if we are permanently to assume the role of a lender to foreign 
countries, much educational work remains to be done. 





BIG JOB FOR THE U. S. A. 





HAT the United States is somehow to manage the affairs of 
the world is an idea that seems to have taken firm hold of 
many minds. This exalted notion of ourselves was thus stated 

by Hon. John Skelton Williams, Comptroller of the Currency, in 
an address delivered at the meeting of the Southern Commercial 
Congress at Norfolk: 

“The world’s fate in the present is for us to determine. The 
world’s future is for us to determine.” 

Profoundly believing as this MAGAZINE does in the institutions 
of this country, and with large faith in the beneficent example af- 
forded by a people working out under fresh conditions the problems 
of democracy, the feeling can not be escaped that a national attitude 
of mind like that indicated in the statement by Comptroller Wil- 
liams is supercilious and unfortunate from every standpoint. Across 
the water the nations are battling for their lives, and the result will 
vitally affect the world’s fate. Probably this struggle will have as 
much influence on the future as anything the United States has 
done recently or seems likely to do in the near future. Even the 
Comptroller does not entertain a high opinion of our position with 
respect to the war, for he goes on to say: 

“Now let us return to a consideration of what our country has 
thus far done to aid in this world crisis. Our gifts have been one- 
twentieth of one per cent. of our profits or total earnings in this 
period. ‘The most despised and hated cheating pawnbroker or 
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usurer, bloating himself with wealth at the cost of his poor neighbors 
and coining their miseries into riches for himself, would invoke our 
scorn and detestation with such a showing of compassion between 
his charities and his acquisitions. It is not a creditable showing, my 
friends. It is far from pleasant to our pride, but we must face facts. 
We may be very sure that whoever wins or whatever the results may 
be from this frightful tragedy the nations will know the truth, will 
judge us by it and will measure by it their feelings and their con- 
duct towards us. Wisdom requires of us that we consider our own 
sins and delinquencies, realize how other peoples will see and judge 
them; and that we repent and amend and prepare to make our 
penitence and amendment effective, not only for reparation, but for 
protection for ourselves from possible consequences of our own acts 
and attitudes. 

“We invite the wrath of strong peoples, the hate of the defeated 
and the vengeance of the conquerors in the present war, not only by 
the cold-hearted indifference of the masses of our people to their 
sufferings, but by the vast prosperity, the huge stores of profits— 
some of them extortionate—we have acquired; even by the faithful 
and sagacious efforts of our Government to maintain honest neu- 
trality, while insisting on our own rights and enforcing the ethics 
and the precepts, the meaning and demands of international law. 
Trying earnestly to be fair to all, we have incurred the suspicion 
and the animosity and brought upon ourselves the accusations of all.” 

But do not such comprehensive claims as those contained in the 
Comptroller’s first statement tend to aggravate the wrath and hate 
to which reference is made above? Posing as arbiter of the world’s 
destinies is rather a big job for the U. S. A. 





INTERNATIONAL GOLD CLEARANCE FUND 





N interesting account is given in the Secretary of the Treas- 
ury’s Annual Report on the work of the International High 
Commission, which was constituted by the Pan-American 

Financial Conference held in Washington in 1915. This reference 
to a proposed international gold clearance fund is of especial interest 
to bankers: 


“The commission has also prepared for consideration a tentative 
treaty draft providing for the assumption by all signatory powers 
of an obligation to regard as inviolable an international gold clear- 
ance fund which would serve as the basis for international exchange 
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transactions. Thus the physical transfer of gold would be obviated 
in large measure. The use of dollar exchange would be stimulated 
by such a system. "Closely related with this subject is another point 
upon which the commission reports a marked advance, viz., an inter- 
national money of account. This subject has been debated for many 
years in American conferences. This unit, agreed upon April 10, 
1916, will be calculated to have a weight of .83437 grammes and a 
fineness of .900, or just one-fifth of our own dollar.” 

In view of the known tendency of nations to tear up treaties in 
time of war, the question naturally arises as to what would become 
of this gold clearance fund should war break out between the nation 
holding it and some or all the other signatory powers. A big gold 
reserve would prove a strong temptation to an invading army. 

The principle of making settlements on the basis of a fund held 
by a central institution of some kind acting as trustee is employed 
by the banks in their relation with the clearing-houses and by the 
members of the Federal Reserve Banks. Its application could 
doubtless be extended to include foreign countries, and considerable 
economy effected. 





NATIONAL BANKS IN MICHIGAN DENIED 
TRUST COMPANY POWERS 





ICHIGAN, following the example of Illinois, has denied to 
national banks the privilege of exercising trust company 
powers under the Federal Reserve Act. That act permits 

the granting of such power by the Federal Reserve Board where 
the law does not conflict with the State statutes. 

Judge Brooke of the Supreme Court of Michigan in a decision 
recently handed down contends that the Reserve Act provision is 
ineffective for three reasons: (1) Because Congress has not the 
constitutional authority to confer such powers upon national banks; 
(2) because, even if Congress possessed the power, it cannot dele- 
gate such authority to the Federal Reserve Board, and (3) because 
the granting of such powers would be in contravention of the state 
law. 

There are only a few trust companies in Michigan, and they 
confine their operations solely to trust company functions, not exer- 
cising banking powers. It is but natural, as the trust companies are 
not doing a banking business, that they should object to the banks 
doing a trust company business. 

This decision again emphasizes the fact that the Federal Reserve 
Act has failed to unify the banking systems of the United States. 








THE BANKERS MAGAZINE 11 





FEDERAL RESERVE BOARD’S WARNING AGAINST 
FOREIGN TREASURY BILLS 





N November 27 the Federal Reserve Board issued the follow- 
ing. 

“In view of contradictory reports which have appeared in 
the press regarding its attitude toward the purchasing by banks 
in this country of Treasury bills of foreign governments, the 
Board deems it a duty to define its position clearly. In making this 
statement the Board desires to disclaim any intention of discussing 
the finances or of reflecting upon the financial stability of any nation, 
but wishes it understood that it seeks to deal only with general prin- 
ciples which affect all alike. 

“The Board does not share the view frequently expressed of late, 
that further importations of large amounts of gold must of necessity 
prove a source of danger or disturbance to this country. That 
danger, the Board believes, will arise only in case the inflowing gold 
should remain uncontrolled and be permitted to become the basis of 
undesirable loan expansions and of inflation. There are means, 
however, of controlling accessions of gold by proper and voluntary 
cooperation of the banks or, if need he, by legislative enactment. An 
important step in this direction would be the anticipation of the final 
transfer of reserves contemplated by the Federal Reserve Act to 
become effective on November 16, 1917. This date could be ad- 
vanced to February or March, 1918. Member banks would then 
be placed on the permanent basis of their reserve requirements and 
fictitious reserves would then disappear and the banks have a clearer 
conception of actual reserve and financial conditions. It will then 
appear that while a large increase in the country’s gold holdings has 
taken place, the expansion of loans and deposits has been such that 
there will not remain any excess of reserves, apart from the impor- 
tant reserve loaning power of the Federal Reserve Banks. 

“In these circumstances the Board feels that member banks 
should pursue a policy of keeping themselves liquid; of not loaning 
down to the legal limit, but of maintaining an excess of reserves— 
not with reserve agents, where their balances are loaned out and 
constitute no actual reserve, but in their own vaults or preferably 
with their Federal Reserve Banks. The Board believes that at this 
time banks should proceed with much caution in locking up their 
funds in long term obligations or in investments, which are short 
term in form or name, but which, either by contract or through force 
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of circumstances, may in the aggregate have to be renewed until 
normal conditions return. 


* * * 


“The Board does not consider that it is called upon to advise 
private investors, but as the United States is fast becoming the 
banker of foreign countries in all parts of the world, it takes occasion 
to suggest that the investor should receive full and authoritative 
data—particularly in the case of unsecured loans—in order that he 
may judge the future intelligently in the light of present conditions 
and in conjunction with the economic developments of the past. 

“The United States has now attained a position of wealth and 
of international financial power, which, in the natural course of 
events, it could not have reached for a generation. We must be 
careful not to impair this position of strength and independence. 
While it is true that a slowing down in the process of credit exten- 
sion may mean some curtailment of our abnormally stimulated 
export trade to certain countries, we need not fear that our business 
will fall off precipitately should we become more conservative in the 
matter of investing in loans, because there are still hundreds of mil- 
lions of our own and foreign securities held abroad which our in- 
vestors would be glad to take over, and moreover, trade can be 
stimulated in other directions. 

“In the opinion of the Board, it is the duty of our banks to re- 
main liquid in order that they may be able to continue to respond to 
our home requirements, the nature and scope of which none can 
foresee, and in order that our present economic and financial 
strength may be maintained when, at the end of the war, we shall 
wish to do our full share in the work of international reconstruction 
and development which will then lie ahead of us, and when a clearer 
understanding of economic conditions as they will then exist will 
enable this country more safely and intelligently to do its proper 
part in the financial rehabilitation of the world.” 


As the general position taken by the Federal Reserve Board 
accords with suggestions made in the November number of this 
MAGAZINE several weeks before the above warning was issued, it is 
unnecessary to comment on the matter at length at this time. Opin- 
ion is divided upon the propriety of the Board’s ruling. The warn- 
ing had the effect of stopping sales of some foreign treasury bills 
in this market, and has also affected somewhat the price of some of 
the securities already issued. 


a 








Cattle Loans 





By F. N. SHEPHERD, Cashier Empire National Bank, 
Lewiston, Idaho 





By the development of more adequate means of financing the cattle industry produc- 
tion in that important line will be increased and the supply of meat rendered more abun- 
dant—something urgently needed at this time—Editor BANKERS MAGAZINE. 


HE past two years have wit- 
nessed a piling up in the banks 
of an abundance of deposits. 

These are, however, not investment 
funds, but held subject to the call of de- 
positors, who, hesitant between a pros- 
perity in certain lines overstimulated 
and conditions unstable, await a pros- 
pect more settled before entering new or 
permanent commitments. The banker’s 
most perplexing problem has been how 
to invest these surplus reserves so as to 
return a profit and at the same time be 





F. N. SHEPHERD 


Cashier, Empire National Bank, Lewiston, Idaho 
and a Member of the Agricultural Commission 
American Bankers Association 


available on short notice. In the ef- 
fort to accomplish this end the bank 
rate has been driven to the lowest point 
in years. 

7 


CATTLE LOAN COMPANIES 
INCREASE 


ONE of the results of this condition 

has been the multiplication of cat- 
tle loan companies whose object is the 
production, distribution and sale of pa- 
per meeting the above requirements and 
based upon cattle as security. By a 
comparatively few bankers, chiefly lo- 
cated at the livestock and reserve cen- 
ters, cattle loans properly drawn and 
margined have long been regarded as 
among the most desirable investments 
for a commercial bank. To the gen- 
erality of banks, however, their nature 
has not been so well known. It shall 
be my object to discuss this kind of se- 
curity which can no doubt to-day be 
found among the assets of more banks 
than ever before. 

& 


CATTLE INDUSTRY BRIEFLY 
SKETCHED 


A BRIEF preliminary survey of the 

cattle industry may be both inter- 
esting and instructive. Within a gen- 
eration the business has undergone an 
almost complete transformation. Ex- 
cepting a few instances in the West and 
Southwest, the vast open cattle ranges 
have been broken up by the advance of 
the plow. Millions of acres of once 
public domain, open to the free access 
of the cattleman, are now in private 
hands, under fence and in crop. The 
day when the range cattle, following 
the lead of the buffalo, migrated with 
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the season is past. While tending to- 
ward a curtailment of the industry, this 
change has had a steadying effect in 
that animals now largely kept under 
fence are no longer subject to the vicis- 
situdes of the seasons for water, shelter 
and food. The change has also had the 
compensating effect of putting the in- 
dustry on a basis more scientific and 
making more desirable paper based 
upon cattle as security in that the busi- 
ness is more stable and less liable to 
wide fluctuations. Experience has 
shown that, while the value of cattle va- 
ries widely over extended periods, its 
fluctuation over short durations is not 
large. 

Although the last year or two has 
seen a slight increase in the number 
of cattle, we have within a decade been 
transformed from a beef-exporting to a 
beef-importing nation. Ten years ago 
we were exporting $150,000,000 worth 
of beef annually. To-day we are im- 
porting beef. Within a period of six 
years—1907 to 1913—our beef cattle 
decreased from 50,000,000 to 30,000,- 
000, a condition that was reflected in 
the increased price of meat. 

During the period 1905 to 1915 the 
average price of beef cattle of all kinds 
increased from $15.15 per head to 
$33.38. The average price of milk 
cows more than doubled within that 
time. To be exact, the increase per 
head was from $27.44 to $55.33. Al- 
though the number of milk cows in- 
creased there was a decline in the num- 
ber of all other classes of cattle, the 
recession being from 51,566,000 in 
1907 to 37,067,000 in 1915, during 
which time it is estimated our popula- 
tion showed an increase of about twen- 
ty per cent. Within the past few years 
the ranges of Mexico have been pretty 
well stripped of their beef supply and 
in many of the war-ridden countries of 
Europe much of the beef and also the 
dairy cattle has been appropriated to 
public use. Already foreign agents are 
seeking out in this country high types 
of breeding animals with which they 
hope to restock the fields of Europe. In- 
cident to the present war we have also 
experienced an unprecedented demand 


for some of the by-products of beef, 
especially leather goods in the form of 
saddlery, shoes and army equipment. 

While present prices cannot be ex- 
pected to last indefinitely, and the many 
abnormal and uncertain elements enter- 
ing into their composition make one 
hesitate to hazard a forecast, it does 
not seem unreasonable to believe that 
the price level will be fairly high for 
the next three or four years, which is 
the minimum time required to produce 
a new crop of beef. 


& 


CATTLE LOANS CLASSIFIED 


OR convenience cattle paper may be 
classified under three heads: 


1. Live beef loans. 
2. Stocker loans. 
3. Dairy loans. 


Live beef loans, or, as they are often 
called, feeder loans, are usually made 
for the purchase of steers to be put on 
feed for fattening. Where the borrower 
is a man of known ability and integrity, 
has an ample supply of feed and the 
proper facilities for housing, watering 
and caring for the animals, the entire 
purchase price is usually loaned and, as 
security, a chattel mortgage is taken 
covering both the cattle and the feed. 

The element of risk in these loans is 
reduced to a minimum because the ani- 
mals are well housed, well-fed and 
under close fence where the liability to 
infection or disease is small. They 
gain in weight daily and therefore con- 
stantly increase in value. They increase 
in value not by reason of weight alone. 
The beef of a fattening animal improves 
in quality and a steer ready for the 
block brings two or three cents a pound 
more than one going on feed. 

In the fattening pen steers gain in 
weight on an average of two pounds 
apiece per day, hence as the animals ap- 
proach the day of sale the value of the 
security increases both on account of 
quantity and quality. | Experience 
teaches that it is reasonable to expect a 
steer entering the fattening pen at one 
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thousand pounds weight will increase 
at least $20 in value on two to four 
months’ feed. From the commercial 
banker’s viewpoint live beef loans are 
the most desirable class of cattle paper 
because they are not only based upon 3 
life necessity for which there is at all 
times a ready market, but they are of 
short duration and self-liquidating. 
Such loans properly made almost al- 
ways find a ready market. They com- 


_pare most favorably with prime com- 


mercial paper, are bought with the same 
assurance by bankers who understand 
them and are regarded highly as sec- 
ondary reserve. Cattle loans at present 
bear a somewhat higher rate than good 


commercial paper. Section 13 of the 


Federal Reserve Act permits their re- 
discount by member banks providing the 
maturity is six months or less. The 
supply of feeder loans is seldom equal 
to the demand. 


@ 
STOCKER LOANS 


TOCKER loans are those made 

against stock cattle, such as cows, 
young heifers and steers, which are 
kept on farms or ranches for growth 
and breeding purposes. These loans run 
for a longer period than feeder loans, 
their term usually being from one to 
two years. 

Through the natural increase in 
calves and the growth of young animals 
the security behind stocker leans in- 
creases in value during the life of the 
loan. Where made on cows alone the 
natural increase is often sufficient to 
liquidate the entire obligation during its 
life of eighteen months to two years. 
Stocker loans are usually drawn for a 
six months’ period with the privilege of 
one or two renewals. By reason of 
their longer duration they are not so 
desirable for the commercial bank as 
the more liquid feeder loans. However, 
the element of risk is small, they bear 
a compensatory rate and their absorp- 
tion by banks and investors is absolutely 
necessary to the industry. 


DAIRY LOANS 


HOSE loans made to the farmer or 
dairyman upon milk cows are dairy 
loans. The presumption is that the ob- 
ligation will be liquidated out of the 
proceeds from the butter fat. They are 
usually long time loans and paid in 
small installments at monthly intervals. 
Where the borrower knows the business, 
is well situated as to caring for his 
cows and disposing of his product, the 
loan may be safe and its acquisition 
good business for the local banker, but 
it is not of a type that is liquid or eli- 
gible for rediscount or ready sale out- 
side the community of its origin; hence 
as an asset of commercial banking, can- 
not be held in the same esteem as either 
feeder or stocker loans. 


& 
CATTLE LOANS STANDARDIZED 


HE Federal Reserve Act, admitting 

to rediscount cattle paper with ma- 
turities up to six months, and the in- 
crease at the livestock centers of cat- 
tle loan companies who are specialists in 
their line, have done much to standard- 
ize cattle loans and make the farmer’s 
or stockman’s paper, based upon such 
security, desirable, widely-known and 
salable. The ultimate effect of this will 
be to reduce the rate of interest to the 
borrower and place the cattle loan upon 
a basis comparable in public favor to 
prime commercial paper. 

Many banks located at the market 
centers have been pioneers in the live 
stock loan business and are known as 
live stock banks. The business has be- 
come of such magnitude as to require 
the entire time and attention of special- 
ists, and bankers in live stock centers 
have in many instances organized or be- 
come affiliated with cattle loan compa- 


nies. 
& 


HOW CATTLE LOANS ARE 
NEGOTIATED 


HILE many of the applications 
for large loans come direct to the 
live stock banks or cattle loan com- 
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panies, cattle loans are, for the most 
part, made in the ordinary course of 
business by the country banker acting 
individually or for his bank. 

The process of making a cattle loan is 
simple and intended to safeguard alike 
the interests of all concerned. The bor- 
rower makes a property statement and 
executes a note and chattel mortgage 
covering the cattle and running to the 
banker, who, while knowing personally 
his customer, verifies all statements, in- 
spects the animals and sees that the fa- 
cilities are adequate for feeding, water- 
ing and caring for the stock through- 
out the life of the loan. The banker 
may hold this paper in his own note case 
as secondary reserve, if the situation 
warrants and the maturity of the note 
admits. He may, if his be a member 
bank, rediscount the note to the Federal 
Reserve Bank of his district. If his 
bank is not a member of the Federal 
Reserve system, he may sell the note to 
a city correspondent or a cattle loan 
company. If sold or rediscounted the 
note and chattel mortgage are endorsed 
and assigned by the bank, or banker, 
whose property statement also accom- 
panies the loan. When taken by the 
cattle loan company, its inspectors re- 
inspect the security and the conditions 
surrounding it. 

The cattle loan company acts as a 
broker and through its various connec- 
tions or sales organization places the 
paper with city banks or the investing 
public, using much the same methods as 
mortgage loan companies or commercial 
paper houses. 

& 


THE SECURITY BACK OF THE 
LOAN 

BEHIND paper so acquired the ulti- 

mate purchaser has as security the 
live stock—a life necessity for which 
there is at all times a cash market 
the financial and moral responsibility of 
the stockman, the guarantee of the local 
banker and the endorsement of the cat- 
tle loan company. It will be seen there- 
fore that cattle paper drawn, with the 
precaution of experience, knowledge and 
conservatism, is a security commanding 





consideration. Improved railroad fa- 
cilities with the consequent development 
of live stock and packing centers such 
as Omaha, Kansas City, Chicago, St. 
Louis, Portland and Fort Worth, have 
created for stockers, feeders and fat cat- 
tle a cash market every day in the year, 
so there is no time when the security 
behind cattle paper cannot be realized 
on if necessary. 
& 


BUY WITH CARE 


HE great demand for good liquid 

paper and the high price of beef 
have been catered to by the recent issue 
of large volumes of cattle paper, some 
of which, taken chiefly to supply the 
demand and without proper precaution 
and judgment, is no doubt going to 
cause anxiety and loss to the purchaser. 
Careful scrutiny should be exercised in 
buying and particular consideration 
given the ability, experience, character 
and responsibility of the institution or 
individual making the offering. As in 
the purchase of commercial paper the 
investor depends in large measure upon 
the responsibility and judgment of the 
broker, so in buying cattle paper too 
much regard cannot be given the ability 
and reliability of the broker or cattle 
loan company. 

% 


LIVE STOCK A FINISHED 
PRODUCT 


IVE STOCK puts fertility in the 
soil as well as money in the bank, 
and those communities which rest upon 
a live stock basis are on a sound foun- 
dation and for the most part prosperous. 
The live stock grower is not a mere soil 
tiller bartering a raw material, but a 
manufacturer selling a finished product. 
In liquidity, rate of interest earned 
and amount of risk involved the investor 
will find cattle loans, carefully taken, 
to compare favorably with the best class 
of commercial paper. In_ purchasing 
them he not only acquires a good se- 
curity but encourages an_ industry 
meriting support. 
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The High Cost of Living 





By JOHN RAYMOND CUMMINGS, Author of “Natural Money’’* 





Of the numerous causes contributing to the present high prices of commodities, the 
scaling down of bank reserves through various devices undoubtedly must be held respon- 
sible for much of the existing inflation. At a time when bank reserves ought to have been 
strengthened a contrary policy has been encouraged by law. Mr. Cummings may possibly 
go to extreme lengths in the other direction and also attach too much weight to the influence 
of the money supply upon prices, but it is believed that his views will be found both inter- 
esting and timely—Editor Bankers MaGazine, 


UPPOSE you were in a strange 
S country, Korea, for instance, and 

in discussing the high cost of liv- 
ing with an inhabitant were told that: 
“Ten years ago we could get 100 
pounds of wheat for a day’s labor, but 
now we have to labor a day and a half 
for 120 pounds.” The statement would 
be a complex Oriental way of putting 
things quite incomprehensible to your 
common-sense habit of thought, and 
probably would elicit some such inquiry 
as this: “Why do you not say that you 
now get 80 pounds for a day’s labor; 
why change the notation on both sides 
of the equation?” And if the Oriental 
insisted that his way of stating the fact 
was the natural and simple way you 
would certainly consider it new evidence 
tending to confirm the Darwinian 
theory. 

Yet we and all other nations are un- 
consciously using an equivalent formula. 
Ten or twenty years ago a common la- 
borer could earn $1.50 a day, and with 
the gold could buy two bushels or more 
of wheat, and to-day can earn $2.50, 
with which he can buy a bushel and a 
quarter of wheat. This is merely by way 
of illustration. But to put it in general 
terms, and speaking of the situation be- 
fore the war brought in a new factor, 
we were really engaged in practising a 
confidence game uvon ourselves. Prices 
were advancing mainly because of the 
increased stock of gold, and wages were 
trying to keep pace with advancing 
prices. Laborers have been demanding 


more wages because prices were advanc- 
ing, and railroads were demanding an 
increase of rates because of advance in 
wages and the cost of materials. Thus 
money wages increased, but as prices 
increased faster than money wages, real 
wages (what the money wage would 
buy) were really falling, as the great 
mass of the people have learned to their 
sorrow. 

Is there no help for this? Must prices 
forever run away from wages? The 
remedy is in fact simple and easily ap- 
plied. I do not mean that it is easy 
to get it applied, but that it would be 
easy if Congress knew what to do and 
really desired to cure the evil. The 
difficulty is either ignorance or a de- 
sire to perpetuate a condition that is 
all but intolerable. It seems to me that 
it is lack of knowledge rather than an 
unworthy motive, for many leading 
bankers, who are usually sound on this 
phase of the money question, have be- 
come unconscious inflationists. 


& 
VERYBODY who is not crassly ig- 


norant of the fundamental princi- 
ples of money (even as now known) 
knows that the money of the world has 
been ruinously inflated during the last 
twenty years by the enormous output of 
gold, which has almost doubled the gold 
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money stock since 1896. It may be said 
that this inflation, being the result of 
increased gold production, cannot be 
dealt with by law; that all we can do 
is to grin and bear it, but this is not 
true. It would be perfectly easy to deal 
with if the men in charge of the matter 
had reached that point of development 
which prompts men to go indoors dur- 
ing a rain. 

The great Turgot believed that all 
the errors committed by man are the 
result of the confusion which people are 
constantly making between causes and 
effects. I call this the error of “inver- 
sion,’ and had been working on it sev- 
eral years as one of the keys to eco- 
nomic problems before discovering that 
it had ever been held by any one else 
to be the source of error. I was a vic- 
tim of it myself in 1896, but am now 
“entirely cured,” as the testimonial 
writers say. 

The bankers were right in their oppo- 
sition to inflation via the “free silver” 
route, but many of them are uncon- 
sciously advocating a more dangerous 
form of inflation. In their efforts to 
lower the legal gold reserve, they are 
advocating an inflation of the currency 
(bank credit) far more dangerous than 
free silver, because it is a form of in- 
flation so insidious that even the bank- 
ers themselves appear to have no com- 
prehension of it. 

It is self-evident that if the reserve 
were reduced by one-half, credits would 
soon be doubled unless bankers acted in 
concert to prevent it. It would be very 
difficult for perfect concert of action to 
limit loans, for if the bankers in a city 
like Chicago loan liberally the effect 
will be to increase the prices offered 
in that market, thus attracting produce 
and virtually forcing other markets to a 
like course. However it comes about, 
bank credits are substantially propor- 
tioned to gold, and as the total of cur- 
rency (bank credit) value is antithetical 
to market values, if the volume of cur- 
rency is expanded without a correspund- 
ing increase of wealth it simply means 
that the unit value of the money has 


fallen. Increase of the general average 
of prices apart from decrease of pro- 
duction is decline of the unit value of 
money. 

Increase of prices necessitates an in- 
crease of money wages and a general 
readjustment of the basis on which busi- 
ness is conducted, all of which read- 
justments cause enormous friction and 
threaten revolutionary conflicts between 
capital and labor, or legislation that 
may prove the entering wedge of a new 
economic order akin to that now in force 
in Europe. 

All this is unnecessary. A Comptrol- 
ler of the Currency with proper author- 
ity and a knowledge of the principles 
involved could prevent all the confusior® 
we are now suffering from. The only 
thing necessary to defend against this 
ruinous inflation of prices due to a flood 
of gold from Europe, which is our pres- 
ent trouble, is to increase the gold re- 
serve required proportionally to the in- 
flux of gold, and the comptroller’s guide 
for doing this would be the general level 
of prices of those commodities that con- 
stitute the necessaries of life. By sus- 
pending free coinage also we could keep 
our prices as nearly normal as might 
seem desirable. If this were done gold 
certificates would be at a premium above 
bullion, but as foreign coin comes in as 
bullion this would make no difference to 
exporters, for bullion prices would sim- 
ply be higher than domestic prices 
quoted in gold certificates. Of course 
under this policy all gold coin should be 
called in and only gold certificates used. 
This would be necessary to prevent 
counterfeiting if the price of bullion fell 
far below our gold certificates. 


& 


THINK it is generally held by econ- 
omists that we cannot avoid bearing 
much of the burden of a foreign war, 
but this is not true except in a qualified 
sense. Things we have been in the habit 
of buying from a nation at war we shall 
have to pay more for or not be able to 
get, and of course we do respond to 
their calls for aid by selling them more 
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than we ordinarily do, thereby diminish- 
ing our own consumption of current pro- 
duction, but we get permanent forms of 
wealth (railway stocks, bonds and gold) 
in exchange, and not only get them at a 
low price, but sell what we sell at a high 
price. In other words, we exchange 
commodities at a high price for capital 
at a low price. On the whole, there- 
fore, we bear little of the burden of 
foreign wars, but in the absence of such 
regulation as I have suggested wage- 
earners feel the burden while capitalists 
are profiting, for there is always a con- 
siderable lag of wages behind prices. 
But I must qualify the statement that 
capitalists profit by the situation, for 
many of them do not. It is evident that 
the situation may become very serious 
for public corporations with fixed prices 
for their services. They cannot raise 
their charges, yet must pay higher wages 
and higher prices for materials. Many 
railways are now in this situation, and 
it seems probable the outcome may 
be a peaceful revolution of the railway 
system. 


& 


T is evident that if the reserve re- 

quirements were lowered to the van- 
ishing point we should be on an incon- 
vertible basis, and the converse of 
this is-also true; that is, if the reserve 
requirement were gradually increased to 
100 per cent. of deposits, we should be 
on a cash gold basis, and bankers would 
then lend money (gold) and not credit 


based on gold. Presumably this would 
increase the purchasing power of gold 
to several times its present value—to 
about eight times, if we shut out foreign 
gold by circulating only gold notes and 
suspending free coinage. This would 
not be an advisable course of action, but 
it shows where the control of prices 
rests, and that all the arbitration com- 
missions and legal regulations of busi- 
ness in the effort to reduce the cost of 
living are mere clumsy expedients of 
pseudo-statesmen. 

But how about redemption of the gold 
certificates? Redeem them in bullion 
only. There is no difficulty here, as 
seems to be apprehended. Gold bullion 
is not legal tender, and men who have 
bullion and want money will exchange 
it for gold certificates at the market 
price. But the Government will not al- 
ways buy at the market price. It will 
buy only when the price index indicates 
that the volume of money ought to ex- 
pand. This being so, a legal tender gold 
certificate will always buy more than 
23.22 grains of bullion. Certificates will 
therefore never be offered for redemp- 
tion, as the Government will never give 
more than 23.22 grains of bullion for 
them. The Government will therefore 
always have a surplus stock of gold in 
hand against which it can issue certifi- 
cates for construction of such Govern- 
ment work as may be in progress. They 
should not be issued for current ex- 
penses. 

The high cost of living can easily be 
reduced by this simple method. 


my 


HE banker is the manufacturer, the dealer, 
the transportation expert, the farmer, the 
exporter and importer, yea, the connoisseur of 
art. Hehas his limitations, no doubt, but surely 
he may well be called the Atlas of the modern 


world.—N. Y. Evenine Sun. 








Parallels of Forgery 





By DAVID N. CARVALHO 





In this number Mr. Carvalho begins a series of articles on the subject of forgery. 
The author will trace the history and development of this serious menace to sound banking 
and also suggest remedies for its present prevalence.—Editor Bankers MAGAZINE. 


HE Art of Forgery forty or fifty 
years ago marks an epoch over 
and beyond the ken of most of 

the bank officials of this generation. In 
those times the game of forgery—for 
game it was—was played with skilfully- 
prepared rules, supposed to meet every 
condition or exigency which might arise 
and which if closely followed multiplied 
many times the chances of the forger 
to win the game. There was no senti- 
ment about it—it was a cold business 
proposition. These rules, notwithstand- 
ing the care exercised in their prepara- 
tion, were like many others—made only 
to be broken—-so it happened that many 
times they failed to work; something 
went wrong and both the money and 
time invested by these wrongdoers were 
lost. 

In nineteenth century periods, the 
successful professional forger acting as 
a single unit was practically unknown; 
it was the forgery bands which held 
sway in the monetary world and the 
number of lucky operations by them, 
both abroad and at home was legion. 
No bank or like institution was immune 
from their depredations, schemes were 
frequently contrived to swindle by 
means of forged notes, checks, drafts, 
bills of lading or exchange, letters of 
credit and other monetary instruments. 
Indeed, in some instances it was not 
an uncommon thing to suddenly discov- 
er that certificates of stocks or bonds 
which had been hypothecated for loans 
were only clever counterfeits. 

In some financial centres consterna- 
tion dominated to such an extent that 
when a successful forgery would be con- 
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summated by one of these bands; the 
frequent and inevitable question would 
arise as to whose turn it was next? 
This led to small panics and bank offi- 
cers often became over-suspicious and 
timid about cashing checks presented 
by their own dealers. Many curious 
instances can be cited where good paper 
was both challenged and even repudi- 
ated and because of the alarmed sensi- 
bilities of bank officials. Of course, 
everything possible which could be 
thought of to anticipate and overcome 
forgery raids by these bands was done. 
Occasionally a band was rounded up 
and dispersed; but there were others to 
take its place and so the great game 
went on until the master minds in com- 
mand of many of them because of er- 
rors committed by their hirelings and 
satellites were either captured or they 
concluded that ‘“‘the game was not worth 
the candle.” 

In those earlier days it was not al- 
ways the custom of banks to provide 
blank checks for their dealers; instead, 
such patrons often furnished their own 
forms which were frequently quite elab- 
orate individual affairs, and sometimes 
very rich in ornamentation. Strange as 
it may appear, the forger capitalized 
this latter fact in the correct belief that 
because of the very complex costumes 
in which the actual forgery was dressed, 
the suspicions of the bank teller would 
be either dulled or lulled and his mind 
thereby deflected from the more impor- 
tant and vital portions of the check. 
This fulfils what I have have always 
contended, that it is easier to forge and 
successfully deceive with a signature re- 
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produced from one containing curious 
eccentricities and odd characteristics, 
than would be the case of those of a 
plainer and more legible appearance. 
In other words, the more intricate the 
background designs appearing on the 
check form, in company with a compli- 
cated signature and an apparently cor- 
rect perforated or cut-out amount, such 
an instrument really offered a premium 
to the forger and made it simpler to 
create a forgery which would stand 
scrutiny unchallenged by the bank offi- 
cer who might be called upon to pay it. 


& 


FORGERY BANDS CAPTAINED 
BY MEN OF MEANS 


‘THE forgery bands of long ago were 

captained by men of means who 
were more or less trained in the art of 
forgery, to say nothing of some scientific 
education which enabled them not only 
to furnish the necessary funds but to 
promote and properly engineer such en- 
terprises. The most important person- 
age of the band was the “go-between” 
or middleman; the leader or captain 
never permitted himself to come into 
contact with or to have his name known 
to the individual members. All orders 
were disseminated through and by the 
““go-between.”” He it was or one of his 
appointees who purchased genuine pa- 
per which was used as models for the 
proposed forgeries. He secured the 
services of crooked engravers or litho- 
graphers to make exact reproductions of 
the genuine forms which were to be 
filled in. He also procured the help 
of expert penmen or perhaps he was 
one himself, to forge the signatures and 
the kind of writing to be found in the 
genuine instrument. This work being 
completed ; another individual known as 
the “presenter” was now called upon to 
“lay down” the forged check, which he 
most times accomplished by devious 
methods. Of course, the band members 
were to receive compensation and ac- 
cording to the amounts of the money 
realized. A scale of percentages was in 

3 





DAVID N. CARVALHO 


Mr. Carvalho, who is an expert in hand~- 
writings and inks, was born in Philadelphia, 
September 29, 1848. He graduated at New 
York Free Academy, now New York Col- 
lege, and made special studies in organic 
chemistry, photography, light and_ color. 
He has been a handwriting expert since 
1872. In 1880 he separated white light into 
complementary parts in order to absorb the 
actinic rays on the sensitive plate, and pat- 
ented this photographic process (the present 
ortho-chromatic processes are based on this 
principle). He was official grand jury 
handwriting expert New York, 1881-1909, 
and was the first to make photographs on 
celluloid, and (1883) to restore in open 
court fraudulently bleached out handwriting 
(1884). As city librarian in charge of 
archives, 1885, he was enabled to study an- 
cient writing and ink. Mr. Carvalho has 
testified in famous cases where handwriting 
was in dispute from the Atlantic to the Pa- 
cific, covering a period of over thirty-seven 
years, and in over 1,300 cases. He was pres- 
ident of the New York State Reformatory 
for Women, 1892-9, is a member of the New 
York State Historical Association and of 
the Royal Society of Arts of Great Britain. 
Mr. Carvalho is the author of “Forty Cen- 
turies of Ink,” and also an extensive con- 
tributor to magazines and collector of an- 
cient manuscripts. His home is in New 
York. 
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vogue for sharing with the different 
members. For instance, if the “pre- 
senter” secured the payment of a $500 
check his share was twenty per cent., 
rising in a steady ratio as money ob- 
tained increased in volume. Ofttimes 
it ran up to as much as forty per cent. ; 
the balance was divided in some propor- 
tionate manner among the other mem- 
bers of the band, the captain always re- 
serving to himself from twenty-five to 
forty per cent. Sometimes the “pre- 
senter” was nipped. Then it was that 
according to the unwritten law of the 
band counsel was’ furnished to defend 
him when brought up for trial in the 
criminal courts. As he had never come 
into contact with the captain and knew 
none of the other members of the band 
extept the “middleman,” who most times 
wore a disguise and’ passed under a 
nom-de-plume, he either pleaded guilty 
and took his medicine, or was discharged 
because he told a plausible and lying 
tale of how he came into possession of 
the check he was trying to cash. Per- 
chance, if tried and convicted, or plead- 
ing guilty and sent to prison, his family, 
if he possessed one, was looked after by 
the captain during his absence. 

In the very nature of things these 
professional bands of forgers were com- 
pelled as it were to operate on the 
outside. On rare and_ exceptional 
occasions, however, when they were 
striking for very large amounts, some- 
times in the hundreds of thousands, they 
sought to and were able to seduce some 
bank employeé and for a liberal consid- 
eration obtain from him check vouchers 
of millionaires or large business cor- 
porations. After preparing the forged 
instrument, they would offer it for cer- 
tification and have it subsequently de- 
posited in some home or out-of-town 
bank for collection, the forgery not be- 
ing discovered until the end of the 
month, when the bank dealer received 
back his monthly vouchers and then 
learned of the depletion of his bank ac- 
count. Again, perhaps among the stolen 
vouchers was one which had also been 
certified. Then these criminals would 
forge the certification also and follow 
out the same plan of depositing it in a 
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selected bank for collection. There were 
other and more diversified schemes than 
those I have particularized, some of 
them were so wonderful in their con- 
ceptions and ramifications as to compel 
admiration for the positive genius of 
the master minds of those who conceived 
them. Per contra there were other suc- 
cessful schemes so cheap and crude in 
their conception and accomplishment as 
to cause amazement to the general pub- 
lic as well as the associates of the bank 
officer or officers who had been so easily 


tricked. 
& 


SOME FAMOUS FORGERIES 


I KNOW of no better way to enable 

those who may wish to insure against 
like forgery raids, than to detail a few 
of the more interesting and astounding 
ones which were perpetrated beginning 
in the early seventies and which came 
under my personal observation. In some 
of them my services were utilized in as- 
sisting to put the criminals behind the 
bars. 

It may not be known to all of the 
banking fraternity, but in the olden days 
on the Continent of Europe and to a 
lesser extent in other financial cen- 
ters, it was quite customary after a 
bill of exchange had been accepted and 
presented at the acceptor’s bank for 
payment over the counter, to communi- 
cate with the acceptor and have his sig- 
nature initialed before paying the same. 
Likewise, when a large note was offered 
for discount and the bank was unfa- 
miliar with the signatures on it, the per- 
sons whose names appeared thereon 
were also communicated with for a 
like purpose. There are still a few of 
the more conservative institutions which 
continue this most excellent practice, 
but generally speaking banking affairs 
of such character, especially in this 
country, are conducted with such a 
rush and expedition as to make it almost 
a matter of impossibility to go so slow- 
ly, hence occasionally something hap- 
pens, as illustrated in the following 
anecdote: 

In the palmy days of the old Astor 














House of New York, in a room adjoining 
the rotunda, and where patrons could 
sit at table to lunch, not infrequently 
two bank presidents and myself would 
meet together. As may be imagined, 
the subject of forgery was often dis- 
cussed, and upon one of these occasions 
I said: “It is a safe statement to make 
that in the vaults of many banks of this 
city is forged paper of some kind, be- 
lieved to be genuine.” “You do not in- 
clude my bank,” said President A. “Nor 
mine,” said President B. “Why should 
your particular banks be excepted?” I 
remarked. “Because,” said President 
A, “our bank discounts no paper that we 
do not know either the maker or the en- 
dorser.” “That,” I said, “is my main 
reason for making the broad statement 
I do. You gentlemen cannot, as the 
law implies, discount paper without col- 
lateral unless it has two or more names 
on it. When your dealer offers his own 
note, do you verify the name of the en- 
dorser? Or, again, when this same deal- 
er tenders some one else’s note which he 
has endorsed, do you verify the name of 
that maker? Of course you don’t. You 
lend the bank’s money, because of con- 
fidence in your depositor or for the rea- 
son that he carries a satisfactory bal- 
ance. It is the dealer’s personality after 
all which is the governing consideration 
in your minds.” “All the same,” said 
President A., “I would be willing to 
gamble that there is no forged paper in 
my bank.” “Ditto,” said President B. 

About ten days later President A. 
sent for me and said, “Carvalho, I think 
you are a hoodoo. What have you got 
to say about that?’ Whereupon he 
showed me a note for $14,000, and with 
the added statement that the endorser 
repudiated his signature—‘and I want 
you to let me know whether he is telling 
the truth.” After a little time I in- 
formed the president of this big Broad- 
way bank that the name endorsed on the 
note was a forgery. 

The story of the affair, as subsequent- 
ly detailed, was that the maker, a repu- 
table and responsible business man, who 
kept a fair balance in the bank, wished 
to borrow $20,000, and approached the 
president, who informed him that he 
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could be accommodated if he would 
make a note, properly endorsed. The 
maker, who never stopped to think that 
an endorsement by one of his own em- 
ployees would have answered the pur- 
pose, and not wishing to ask favors or 
have it known among his business asso- 
ciates that he needed such an amount, 
picked up a letter received that morning 
from a well-known person in the same 
trade and proceeded to copy his name 
on the back of the note; which was 
later presented to the president and duly 
credited to his account. When the note 
became due, he paid off $6,000 and is- 
sued a new one for the balance, with 
the same name endorsed on it. Two 
days before this note became due, the 
maker was injured on a train coming 
from New Orleans, and so when the 
$14,000 note was not paid, the endorser 
was communicated with, and, “the fat 
was in the fire.” This is a concrete 
case where a forgery was committed 
without any intent to defraud, and while 
not a common occurrence, I have a rec- 
ord of several more of the same kind. 


& 


THE BANK OF ENGLAND FOR- 
GERIES 


IN 1873 a most gigantic fraud, unpre- 

cedented up to that time, was perpe- 
trated on the Bank of England and sev- 
eral lesser institutions in the cities of 
London, Birmingham, Amsterdam, Hol- 
land and elsewhere on the Continent. 
The series of forgeries then committed 
were so startling in character that it 
might be well to detail at some length 
and as a sort of object lesson, the 
modus operandi of the particular band 
of forgers who handled that enterprise. 
Differentiating from the class of bands 
which I have heretofore discussed, in 
this one (American, by the way) were 
members acquainted with each other who 
had been more or less allied in other 
undertakings; so that they may be said 
to have been trained to the minute, and 
had it not been for a piece of sheer for- 
getfulness in failing to date two “ac- 
ceptances,” would have completely suc- 
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ceeded and gotten away with the whole 
of their booty. 

The first public announcement of the 
discovery of the forgeries appeared in 
the London newspapers, and I quote in 
full from one of them: 

“An amazing fraud has been perpe- 
trated upon the Bank of England by a 
young American who gave the name of 
Frederick Albert Warren. The loss of 
the bank is reported to be from three to 
ten millions, and it is rumored that many 
other banks have been victimized to 
enormous amounts. The greatest ex- 
citement prevails, and the forgery, for 
such it is, is the one topic of conversa- 
tion on the Exchange and in the Street. 
The police are completely at fault, al- 
though a young man named Noyes, who 
was Warren’s clerk, has been arrested, 
but it is believed that he is a dupe. 

“The bank has offered a reward of 
£5,000 for information leading to the 
arrest of Warren or any confederate.” 

As the scheme or plot gradually un- 
folded, it was found to have been con- 
ceived by the combined minds of two 
brothers, Austin and George Bidwell, 
who were descended from an old family 
that settled in Hartford, Conn., in the 
early seventeenth century, and one 
George McDonald, a Boston boy, and 
a graduate of Harvard College. It in- 
volved in its ramifications banking in- 
stitutions all over the financial world. 
By a process of check and draft kiting 
and the manufacture of false bills of ex- 
change, bills of lading, etc., the major 
fund for the purpose of operating 
against the Bank of England was gath- 
ered together until the time was ripe to 
strike. As the hour drew near, it was 
found all important to secure the serv- 
ices of assistants to act as dummies, so 
that as far as possible the forgers might 
keep in the background, and when they 
were finished and were ready to depart 
with their ill-gotten gains, they would 
remain unknown and thus escape capture 
and deserved punishment. One of the 
two other men who were brought into 
the plot was Edwin Noyes, also an 
American. 

The “Frederick Albert Warren” who 
is named in the newspaper announce- 
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ment was the name given by Austin Bid- 
well in 1872 when he opened an ac- 
count at the western branch of the Bank 
of England, the amount deposited being 
£1,200, which was added to from time 
to time, and subsequently reduced, leav- 
ing a small balance of only £39, and it 
so remained until the plot was fully de- 
veloped. At the end of that year Austin 
Bidwell also opened an account at the 
Continental Bank in the name of C. J. 
Horton, depositing £1,300 in bank notes. 
Then followed the kiting of checks upon 
the two banks—Warren to Horton and 
Horton to Warren—and which contin- 
ued until early in 1873. Thus was the 
Bank of England balance of £39 uti- 
lized as the nest egg to hatch out nearly 
two hundred thousand pounds sterling. 

McDonald, who had been sent a bill 
of exchange from Amsterdam on the 
Barings went to colect the money. In- 
stead of paying the amount by check, or 
in gold or notes, the cashier stamped on 
the face, “Payable at the London-West- 
minster Bank,” and endorsed it. Upon 
taking it there, it was cashed without a 
question. Then it occurured to him that 
if they could get hold of some blank 
bills of exchange, they could make as 
many as they liked by imitating an ori- 
ginal, and draw the money with the same 
ease as they did for a genuine bill. Mc- 
Donald, it appears, after George Bid- 
well, who had been operating in Am- 
sterdam, returned to London, told him 
of what he characterized as his “great 
discovery’ —so they reasoned it out that 
as one bank had paid the Barings’ bill 
to McDonald without verifying the sig- 
nature, it must be the custom in Eng- 
land to transfer bills of exchange from 
hand to hand without sending them to 
the acceptors to be initialed. If this 
was true, it followed that the banks dis- 
counted paper without making any in- 
quiry as to the genuineness of the sig- 
natures, relying entirely on the charac- 
ter of the customer who offered the pa- 
per for discount. This reasoning, as it 
later appeared, was sound and based on 
so logical a deduction, the raid was 
started against the Bank of England. 
Genuine drafts were purchased in Am- 
sterdam, Hamburg and Rotterdam, not 
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only drawn on the Barings, but on the 
Rothschilds, Blydenstiens and other well 
known London banking houses. These 
bills were copied except as to a change 
of dates and amounts, and then were 
added forged acceptances of the various 
banking concerns on which they purport- 
ed to be drawn. They manufactured 
them by the dozens. The Bank of Eng- 
land honored the forged Rothschild and 
Blydenstien acceptances without a mur- 
mur and credited their amounts less the 
discount to the Warren account. In a 
little over half a month the credits 
placed to that account amounted to 
£92,886, or nearly a half million dol- 
lars in our money, being the equivalent 
of about $30,000 for each working day. 
Later there were days when they 
“earned” as much as $50,000 per day. 
It is to be remembered that none of the 
forged bills of exchange were sight bills, 
for that would not have permitted these 
“artists” any leeway. They were most- 
ly drawn at ninety days, so they had 
more than two months to operate if per- 
chance none of the cogs in their big 
wheels slipped—and as a matter of fact 
there was no slipping. The money in 
the Warren account was withdrawn day 
by day, most of it being transferred to 
the Horton account in the Continental 
Bank. Part of it was employed to pur- 
chase United States bonds from Jay 
Cook, McCullough & Co., and which 
were shipped to New York. Good drafts 
were purchased on various financial cen- 
ters where they could be taken care of 
until required. Much gold was drawn 
out of the bank, the quantity being so 
great as to be burdensome in handling. 
The Warren account in the Bank of 
England and the Horton account in the 
Continental Bank were reduced to about 
£1,000 each, and then it was that these 
scoundrels came to the conclusion that 
perhaps “enough is as good as a feast,” 
and so a halt was called and the day of 
their departure set-—Austin Bidwell hav- 
ing skipped two weeks previously. Then 
began the destruction by fire of incrimi- 
nating evidence. One of them in the act 
of burning up some of the blank bills 
of exchange said “what a shame it is 
to waste them!” So it was decided to 
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have one more try at their willing vic- 
tim (the Bank of England), and so they 
posted from Birmingham to the bank 
about £21,000 in false bills. It appears 
when these last lot of bills arrived from 
Birmingham they were handed by the 
manager, as usual, to a clerk whose duty 
it was to look over and enter them in 
the books. In running them over he 
threw out two on which the date of the 
acceptance had not been placed. Sup- 
posing this to have been an oversight of 
the acceptors, no notice was taken of the 
irregularity beyond laying the bills aside 
so that the supposed neglect might be 
rectified. Accordingly the next morn- 
ing these two bills were sent to B. W. 
Blydenstien (the supposed acceptor), 
and were at once declared to be for- 
geries. Then began a hue and cry, 
which was heard in every part of the 
world. Noyes, who was already under 
arrest as the supposed clerk of ‘“War- 
ren,’ who (Austin Bidwell) had gone 
to Cuba. It did not take very long by 
getting out of the vaults the forged pa- 
per not vet due, and by communicating 
with their supposed drawers and ac- 
ceptors to gather together the informa- 
tion and evidence which subsequently re- 
sulted in the capture of McDonald, Aus- 
tin and George Bidwell. The specific 
charge against the four men, who were 
tried together, was the forging and ut- 
tering of a bill of exchange for £1,000 
purporting to be drawn by H. S. 
Streeter of Valparaiso, and accepted by 
the London and Westminster Bank, with 
the intent to defraud the governor and 
company of the Bank of England. The 
other counts in the indictment, ninety- 
four in number, were permitted to be 
also proved by the court at the trial, 
which lasted many days. At the end of 
the case of the prosecution the four 
prisoners declined a defense, and the 
jury found them all guilty. They were 
each of them sentenced to prison at hard 
labor for life. George and Austin Bid- 
well, after being incarcerated for fifteen 
years, because of the kindly efforts of 
James G. Blaine, our then Secretary of 
State, and other political dignitaries, in 
their behalf, were permitted to go free 
on tickets of leave. 
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As the so-called “Bank of England” 
forgeries were committed in London, 
ani as the banking district of that city 
ceitered in the neighborhood of said 
bank, it is a fair presumption to assume 
that the forgeries would have been dis- 
covered earlier if, as in the present de- 
cade, those institutions had been sup- 
plied with modern telephones (1873 was 
long before the invention of the tele- 
phone). Nevertheless, the whole story 
of these forgeries calls attention to the 
very loose and careless methods of bank- 
ing then in vogue. 

One would have thought that the 
conviction of these men would have 
acted as a deterrent for others in the 
same line of business, but it did not; it 
simply made them more careful in cov- 
ering their tracks. Within a year there 
was hardly a transatlantic steamer leav- 
ing New York that did not have as a 
passenger some one carrying forged 
bills of exchange or drafts on London, 
Paris, Berlin, Holland and other places 
where banking was conducted. The 
brightest of these bands had for its cap- 
tain one George Engles, otherwise 
known as “The Terror of Wall Street,” 
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and whose associates were Wilkes, Ham- 
ilton, Burns and Sheridan. They kept 
out of the hands of the police until about 
1880, when they went to Italy, and all 
of them were arrested. Engles escaped 
and was captured in France, but for 
want of proof, the extradition case 
against him failed, and he was dis- 
charged. In 1884 he made up another 
party, which he accompanied to Eng- 
land and obtained money on drafts 
forged by him, principally on Seligman 
& Co. of London. He died after a year’s 
illness in 1886. By 1890, except in iso- 
lated cases, abroad forgery as a business 
in the banking world and as engineered 
by Americans, had practically ceased 
and the grand coups remained as memo- 
ries of the past. 

It must not be thought that because 
the American bands who had been in 
the habit of operating abroad had been 
more or less dispersed (some of them 
convicted and serving time ; others turn- 
ing their attention to more legitimate 
avocations) that forgery as a business 
at home had been seriously disturbed or 
lessened in the abodes of finance.* 


AUTUUAUGEAAUGUADEGGLUOGAAUEGAUEAGAUOGAOU GOOD EAGOUEGAOUGAAUAGAUOOOUOEGOOOAAUUEOOOOGAOUOGOUUGGOOGOGOUEOOOUOOOOOOOOUGOOUSOOOOOOOOOOOOUOOODEOOOUGGOOU OOOO OOOO EOESOEOOUEOAONEAOEE 


Handling the Collateral for Large 
Foreign Loans 





HE extraordinary amount of cleric- 

al labor connected with the han- 
dling of the securities deposited as col- 
lateral for a large government loan is 
understood by few persons outside of 
the trust company which has it in 
charge. 

When the $360,000,000 collateral for 
the new three and five-year British gold 
notes arrived in New York, the securi- 
ties had to be counted and checked 
within a limited time, so that the deliv- 
ery to investors of the definitive notes 


*Mr. Carvalho’s article will be continued in the 
Februarv number. 


might not be delayed. These securities 
came almost entirely from individuals, 
who turned them over as a loan to the 
British Treasury. Each of these thou- 
sands of precious documents bears an 
identification number indicating the 
name of its former owner. Before these 
securities could be filed away in the 
vaults of the Guaranty Trust Company 
of New York—the trustee under the 
pledge of this British loan—each had to 
be so marked, tagged and indexed that 
it could be found in two minutes. 

The persons who loaned this $360,- 
000,000 worth of securities continue to 
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receive from the British Treasury the 
interest and dividends that accrue. 
While theoretically these stocks and 
bonds are all pledged to the British 
Government, in actual practice the 
trust company has to open a separate 
account with each “lodgment” number 
under each class of securities. For in- 
stance, if there are 1,000 shares of a 
railway stock, one entry is not suffi- 
cient; as many entries must be made as 
there are tagged lots of stock, a lot con- 
sisting in some cases of only one bond, 
and in some cases of 500, and running 
from a certificate of stock for one share, 
to many certificates of a large denomi- 
nation. 

It is not necessary to go into the 
details of how these securities were 
“rounded up” by the British authori- 
ties, though there is no more interesting 
passage in the history of England’s 
conduct of war finance. Suffice to say 
that in due time the collateral was de- 
livered to the British Government’s fis- 
eal agents, J. P. Morgan & Co., and 
to their depositaries in this city. 


& 


MILLION DOLLARS IN 
ONE LOAD 


FIFTY 


HE duties of the Guaranty Trust 

Company, as trustee, began when 
the truck loads of securities, protected 
by a small army of policemen, began to 
arrive at 140 Broadway. Some of the 
trucks carried through the downtown 
streets in one trip $50,000,000 worth 
of securities. There were in all 175 
large metal cases, each full of bonds 
and stock certificates. 

This great mass of British-owned se- 
curities had to be classified, recorded, 
and filed; to accomplish this as speed- 
ily as possible a force of expert clerks 
worked night and day for almost a 
week. When the collateral was deliv- 
ered at the Guaranty’s upper vault level 
it was turned over to a force of picked 
men chosen from various departments 
in the institution. These men sat 
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around a large table, and as the sealed 
cases were opened, each security was 
examined to see that it was in negotiable 
form and that the proper coupons were 
attached. 

The securities were then sorted al- 
phabetically and a record made out for 
each lodgment, the sheet bearing the 
lodgment number, a description of the 
stock or bond, notation of its interest 
date, the group to which the security 
was allotted, and its classification as 
temporary or permanent collateral. 

The work of the first group of clerks 
handling the collateral was checked by 
other experts. Then the securities were 
taken to a lower level, where the vault 
officers checked them a third time. The 
filing away of the thousands and thou- 
sands of stocks and bonds was then be- 
gun. This had to be so managed that 
if at any time during the term of the 
loan it may be necessary to have access 
to a particular bond or stock certificate, 
it can be procured instantly. 

Keeping every part of the collateral 
absolutely accessible is one of the most 
important duties of the “pledge”; in 
fact, it is second only to keeping the 
whole $360,000,000 of collateral safe. 
For the vast aggregation of stocks and 
bonds is never at rest for a moment. 
Temporary collateral is being ex- 
changed for permanent collateral; sub- 
stitutions of permanent collateral are 
made from time to time; bonds and 
stocks are withdrawn for sale; coupons 
must be cut, and called bonds searched 
for. The details of this exacting busi- 
ness were explained by an officer of the 
Guaranty Trust Company as follows: 

“The ‘pledgee’ must be prepared to 
perform its services (in connection with 
the collateral) literally at almost any 
moment. These duties are: clipping 
coupons, keeping a separate account for 
each of the thousands of bonds or stock- 
holders or nominees, crediting or dis- 
bursing proceeds as the individual case 
may demand, furnishing the necessary 
statements for the United States income 
tax certificates, delivering called bonds, 
substituting collateral, etc. 








NOMINAL STOCKHOLDERS 
aad. LL the American stocks depos- 


ited here have been transferred 
into the names of ‘nominees,’ or nomi- 
nal holders. Interest will be collected 
by them and turned over to J. P. Mor- 
gan & Co. When current coupons are 
on the bands held by the Guaranty 
Trust Company, it is our duty to clip 
them and turn them over to the fiscal 
agents. The proceeds of the coupons 
must be disbursed in different ways. 
Certain of the bonds belong to the 
British Treasury and the proceeds must 
be credited to it. The proceeds of Brit- 
ish coupons coming under the two and 
five-year schemes (Schemes A and B) 
are to be paid by the Government to its 
subjects who lend the _ certificates. 
Therefore, when we cut the coupons and 
turn them over to the fiscal agents, we 
have to give them a statement of how 
many coupons are held for account of 
the British Treasury and how many for 
British subjects under Schemes ‘A’ and 
‘B. When it comes to the handling 
of stocks, we do not collect the divi- 
dends. The British Government has 
securities deposited with other trust 
companies in New York as _ pledges 
under two earlier collateral loans, and 
in some cases the nominees in whose 
names these certificates stand have cer- 
tificates in their names which are de- 
posited under the three collateral loans 
now existing. Therefore, when the 
books close upon any stock we have to 
certify to the amount of stock which 
we have, the nominees in whose names 
the certificates are issued, and how 
much stock stands in the name of each 
nominee for the account of the British 
Treasury and how much respectively 
under Schemes ‘A’ and ‘B.’ Given this 
information, the fiscal agents are in a 
position to collect dividends from the 
nominee, and, when dividends are col- 
lected, to credit the amounts received. 
If these securities all belonged to the 
British Government, we should have 
simply one lot of stock for its account, 
or one class of bonds; but inasmuch as 
we have to know, each time a dividend 
much stock is held 


is declared, how 
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under each lodgment number, we have 
had to open a separate account for each 
number. 


& 


AN INFINITE NUMBER OF 
ACCOUNTS 
66 S far as this collateral is con- 


cerned, we are handling for the 
British Government a great safekeep- 
ing account, which in turn involves 
thousands of separate accounts for in- 
dividuals. 

“Not only must we clip coupons, col- 
lect on them and turn over the pro- 
ceeds to the fiscal agents, and give re- 
quired information as to dividends, but 
we must also furnish a list of the regis- 
tered bonds, a statement as to the name 
in which each stands, and under which 
‘scheme’ it is held, in order that the 
certificates may be made out which are 
required by the United States income 
tax law. 


& 


WHEN BONDS ARE CALLED 


66 NOTHER complication arises in 

the case of bonds called for 
payment. If all the bonds were held 
for one account it would be possible to 
sort them in numerical sequence and 
then, when a list of called bonds is pub- 
lished, merely go to the securities them- 
selves and see whether we had bonds of 
the numbers called. However, as it is 
necessary to keep the bonds in each 
‘lodgment’ separate, there can be no 
sorting in numerical sequence. So, 
when a large call of bonds occurs, as in 
the case of the United States Steel 
Company sinking fund fives, it is neces- 
sary for us to consult a card index pre- 
pared for the purpose. In this index 
there is a card for each bond, bearing 
both the bond number and the lodgment 
number. ‘The cards are arranged nu- 
merically so that reference is simple 
when it is necessary to determine if 
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bonds which have been called are in our 
possession.” 


& 


PATRIOTISM AND PROFIT 


HESE facts outline the infinite de- 
tail work required in handling any 
big national “outside” loan. The pecu- 
liar interest attaching to the manage- 
ment of the United Kingdom of Great 
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Britain and Ireland loan grows out of 
the enormous sum represented by the 
collateral now packed away in the 
vaults of the Guaranty Trust Company. 
It depends also on the varied and high 
class character of that collateral and 
upon the character of the thousands of 
individual owners who have been moved, 
both by patriotism and profit, to come to 
the assistance of their Government in 
its time of need. 


Points on Banking Practice 





Questions on 


Banking Practice—submitted by subscribers—which may 


be of sufficient general interest to warrant publication will be answered in 


this department. 





CHECKING UP INTEREST PAID 
ON LOANS 


Epiror BanKers MaGAZzIne: 

Could you inform me as to where I could 
get the following information: 

In most small banks, as you know the in- 
terest from loans, etc., is kept in one ac- 
count and in such a way that it is impossible 
to check up the interest which is paid in on 
the loan, that is to tell within a few dolars. 
Now, in large banks they must have a book 
of some sort so as to enable them to check 
up the interest to a dollar, otherwise they 
would lay themselves open to losing consid- 
erable money if a cashier or bookkeeper 
were dishonest. 

If you have such a system in any of your 
publications or can secure the detailed infor- 
mation for me, I will appreciate it greatly. 

E. C. R. 


Answer—The only practical way by 
which a bank may safeguard itself 
against the withholding of part of the 
income by a dishonest employee is to 
have the interest and discounts proven 
independently of the first calculation, 
and to check the discounts into the dis- 
count account. In a small bank this 
would not be a difficult matter, but in 
large institutiuons where the interest 
rates are changed frequently ‘as in re- 


serve banks, it entails considerable la- 
bor. In some banks there are two men 
in the loan department who check one 
another’s figures, and where there is an 
auditing department this department 
also proves the work. 

The interest on demand loans and 
bond investments is easily checked. In 
smali institutions it is entirely feasible 
to make a definite calculation of the 
earning power of the bank based on 
present investments. For instance: 

If there were 100,000 discounts at 
five per cent.; 100,000 at six per cent. ; 
100,000 bonds at 414 per cent., etc., and 
average balances of $50,000 with re- 
serve agents at two per cent., the earn- 
ing power could be estimated sufficiently 
close to prove a check, fluctuations from 
time to time being allowed for. 

This of course would not check close 
enough to prevent abstractions of small 
amounts, the only practical way being 
the passing through two men, necessi- 
tating collusion to operate a fraud. No 
books are necessary for such computa- 
tion, the O. K. by the checking officer 
on the discount sheets or tickets filed 
for reference being sufficient. 
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Banking and Commercial Law 





CASE COMMENT AND REVIEW 





Trust Powers for National 
Banks 


HE Federal Reserve Act author- 
izes the Federal Reserve Board 
to grant to national banks the 

power to act as trustee, executor, admin- 
istrator, or registrar of stocks and bonds 
“when not in contravention of state or 
local laws.” Acting under such author- 
ity, many national banks have asked for 
and received permission to act in such 
capacity, which in substance grants to 
them all the desirable attributes of trust 
companies without the rigid require- 
ments imposed by state laws upon such 
corporations as seek to act in trust ca- 
pacities. 

Being jealous of their rights, state 
authorities and trust companies have 
asked the question, “By what right is 
this power granted?” and have taken 
issue with the proposition that Congress 
has power to grant to banks under state 
authority the right to transact a trust 
business. 

The descent and distribution of real 
property is under state laws, and the 
duties and powers of trustees are care- 
fully safeguarded by state statutes, and 
to grant such powers to national banks 
is to clothe a corporation over which no 
state control exists with powers that are 
peculiar to state-supervised institutions. 
It has been a long standing principle 
of law that national banks are govern- 
mental agencies domiciled in the state, 
and may sue and be sued in the state 
courts, but their powers, management 
and control are beyond state authority. 
In the case of People of the State of 
Illinois vs. Brady, in Tue Bankers 
Magazine for June, 1916, in which a 
similar point was at issue, the Supreme 
Court of Illinois said: “Trustees, exec- 
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utors and administrators deal with pri- 
vate property. They are the instrumen- 
talities through which estates are set- 
tled and transfer of property effected, 
and through which private property is 
protected and guarded for the purpose 
of applying it to the uses for which it 
was intended. They are not subjects 
over which the Federal Government has 
been given control, and any attempt to 
exercise control would be “in contra- 
vention of state or local law, which is 
forbidden by Section 11k of the Federal 
Reserve Act, and would also be in vio- 
lation of the Constitution.” 

The Supreme Court of Michigan in 
the case of Fellows vs. First National 
Bank, in this issue, passed on the same 
question, and while it recognizes the 
fact that the Illinois case cannot be con- 
trolling, because the Illinois court is in- 
terpreting the laws of that state, holds 
that the same argument obtains. There 
seems to be no Michigan law specifically 
denying to national banks such powers, 
but the court holds that the legislation 
of Michigan relative to trust matters 
“would be wholly lost if national banks 
were permitted to exercise the functions 
enumerated under Section 11k of the 
Federal Reserve Act.” 

These two cases would seem to indi- 
cate the trend of the courts in this mat- 
ter, both ruling against such practices 
on the part of national banks, and it is 
now problematical if trust powers would 
be enjoyed by national banks to any 
great extent. 

& 


A TRANSACTION IN JEWELRY 


WETHER one is running a jewelry 

tore or a banking institution, it is 
a good policy to read what you sign, 
and sign only what you understand and 


osama 
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expect to abide by. It is quite certain 
that Lewis Kornhauser will follow the 
above advice from this time on, inas- 
much as he has had a lawsuit on his 
hands for some little time involving this 
point. On February 6, 1907, the said 
Kornhauser was visited by a jewelry 
salesman and induced to sign a paper 
which he could not read, but which pur- 
ported to be an order for jewelry which 
he was to sell on a commission basis. 
On February 23, another well-dressed 
stranger appeared at his jewelry store 
in Peekskill, N. Y., seemingly in a great 
hurry, and announced that the shipment 
of goods was at the express office and 
the jeweler must sign four yellow pa- 
pers, which turned out to be accepted 
drafts. The goods arrived in due 
course, were displayed in the show cases 
and shortly lost their lustre, and were 
returned to the seller and suit begun on 
the “yellow papers.” Because of the 
fraud that attended the transaction and 
the ignorance of the signer of these ac- 
ceptances, the verdict in favor of the 
jeweler is sustained. Johnson County 
Savings Bank vs. Kornhauser, in this 
number. 


Leading Cases 





Trust Powers for National 
Banks 


MICHIGAN 


Corporations—E zecutors’ and Adminis- 
trators’ Trusts—Federal 
Reserve Act. 


Supreme Court of Michigan Sept. 26, 1916 


FELLOWS, ATTY. GEN. EX REL. UNION TRUST CO. 
ET. AL. VS. FIRST NATIONAL BANK OF 
BAY CITY 


National banks, being agencies of the fed- 
eral government domesticated in the state, 
may sue and be sued in the courts of the 
state, but their powers, management and 
control are beyond state authority, except 
that a national bank may not lawfully pos- 


sess certain powers in contravention of state 
law. 

Where the Legislature has not declared 
that national banks shall not in Michigan 
have the right to act as trustee, executor, 
administrator, or registrar of stocks and 
bonds, no state law is contravened by Na- 
tional Bank Act June 3, 1864, c. 106, 13 
Stat. 99, nor because a corporation exercises 
the indicated powers. 

Federal Reserve Act Dec. 23, 1913, c. 6, 
section 11 (k), 38 Stat. 262 (U. S. Comp- 
St. 1913, section 9794 [k]), providing that 
the Federal Reserve Board may grant by 
special permit to national banks applying 
therefor, when not in contravention of state 
or local laws, the right to act as trustee, 
executor, administrator, or registrar of 
stocks and bonds, is a direct invasion of 
the sovereignty of the state which controls 
the devolution of estates of deceased persons, 
the conducting of private business within 
the state, the creation of corporations, and 
the duties of such as may engage in the 
business of acting as trustees, executors and 
administrators. 


(159 N. W. Rep.) 


& 


] NFORMATION in the nature of a 

proceeding quo warranto by Grant 
Fellows, Attorney General of the State 
of Michigan, on the relation of the 
Union Trust Company and others, 
against the First National Bank of Bay 
City to enjoin and exclude respondent 
from acting as trustee, executor, admin- 
istrator, and registrar of stocks and 
bonds under the Federal Reserve Act. 
Writ granted. 

& 


OPINION OF THE COURT 


ROOKE, J.: The Attorney Gen- 
eral of the State, upon the relation 

of five trust companies, organized and 
doing business under the laws of the 
state, by permission granted, filed in 
this court an information in the nature 
of a proceeding quo warranto against 
the First National Bank of Bay City, 
by means of which relators question the 
right of the respondent to act as trus- 
tee, executor, administrator and regis- 
trar of stocks and bonds under such 
rules and regulations as the Federal Re- 
serve Board may prescribe; it being 
claimed that the exercise by respondent 
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of said franchises and privileges is in 
contempt of the people of the State of 
Michigan and to their great damage and 
prejudice. 

To the information so filed respond- 
ent interposed a plea setting out that it 
is a duly organized and chartered bank- 
ing association incorporated under the 
National Bank Act approved June 3, 
1864, and the amendments thereto. Fur- 
ther answering, respondent says that 
under and by virtue of an act of Con- 
gress commonly known as the Federal 
Reserve Act, approved December 23, 
1913, entitled “An act to provide for 
the establishment of Federal reserve 
banks, to furnish an elastie currency, 
to afford means of rediscounting com- 
mercial paper, to establish a more ef- 
fective supervision of banking in the 
United States, and for other purposes,” 
it filed its application to become a mem- 
ber bank, and thereafter subscribed for 
and paid for its proportion of stock in 
the Federal reserve bank, whereupon it 
then became and now is a member bank 
of said Federal reserve bank, district 7; 
further, that thereafter, on the 13th day 
of April, 1915, on application made 
therefor, the said Federal Reserve 
Board granted to said respondent the 
right to act as trustee, executor, admin- 
istrator, and registrar of stocks and 
bonds, and that by virtue of such permit 
respondent is now acting as trustee for 
bondholders and is named as mortgagee 
and trustee in a certain real estate mort- 
gage given to secure to said bondholders 
the payment of the bonds mentioned in 
said mortgage and interest thereon; fur- 
ther, that respondent is advised that 
such grant and permit are not in con- 
travention of any state or local law in 
Michigan, and that there is no public 
grievance to be remedied by this pro- 
ceeding, but that the writ is prosecuted 
solely for the private benefit of the re- 
lators and other trust companies that 
may be hereafter organized in the state. 

To this plea the Attorney General 
demurred upon the following grounds: 

““(1) Because Section 11k of the 
Federal Reserve Act, in pursuance of 
which the Federal Reserve Board has 
attempted to confer upon the respond- 
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ent the right to act as trustee, executor, 
administrator and registrar of stocks 
and bonds, under such rules and regula- 
tions as said board may prescribe, is un- 
constitutional and void in that Congress 
is not authorized by the Constitution of 
the United States to confer upon na- 
tional banks the corporate powers speci- 
fied in said section. 

“(2) Because, even if Congress itself 
possessed the authority to confer upon 
national banks the corporate powers 
specified in said section 11 (k), it can- 
not lawfully delegate such authority to 
the Federal Reserve Board. 

“(3) Because the granting of the cor- 
porate powers specified in said section 
11 (k) by the Federal Reserve Board to 
the respondent is in contravention of the 
laws and policy of this state.” 

The question presented arises under 
section 11 of the so-called Federal Re- 
serve Act, which, among other things, 
provides: 

“The Federal Reserve Board shall be 
authorized and empowered: * * * 

“(k) to grant by special permit to na- 
tional banks apvlying therefor, when 
not in contravention of state or local 
law, the right to act as trustee, execu- 
tor, administrator, or registrar of stocks 
and bonds under such rules and revula- 
tions as the said board may prescribe.” 
U. S. Comp. St. 1913, section 9794 (k). 

The first proposition raised by coun- 
sel for respondent is that the courts of 
this state are without jurisdiction to oust 
a corporation organized under the laws 
of the United States, or to enjoin such 
corporation from enjoying any or all of 
its franchises within the borders of the 
state. Although the question is not 
raised by the pleadings, we think it 
should be determined adversely to the 
contention of counsel for the Federal 
Reserve Board, who, by leave of the 
court, were permitted to file a_ brief 
and make an argument in the case. No 
one would contend that final determi- 
nation as to the validity of an act of 
Congress does not rest with the federal 
Supreme Court, but it is, we think, 
equally clear-that any state may by quo 
warranto inquire by what authority any 
corporation exercises corporate rights 
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within its borders. In the case of At- 
torney General vs. A. Booth & Co., 143 
Mich. 89, 106 N. W. 868, this court 
said: 

“But the vroceedings in the nature of 
quo warranto are appropriate to try the 
right of a domestic corporation to act 
as such, and there would seem to be a 
close analogy between such a case and 
one where the proceeding is resorted to 
for the purpose of inquiry into the right 
of a foreign corporation to do business 
in another state than that of its organi- 
zation, as it would be in the home state 
if the object was to inquire into a right 
to exercise franchises in excess of those 
granted”’—citing cases. 


See, also, Mason vs. Perkins, 73 
Mich. 303, 41 N. W. 426; People vs. 
Pres., etc., of Manhattan Co., 9 Wend. 
(N. Y.) 351; and cases cited in note 1, 
p. 1426, of 32 Cye. 

The legality of the incorporation of 
the respondent is not questioned by the 
proceeding. The inquiry is instituted 
for the purpose of ascertaining whether 
its assumption of a franchise to do busi- 
ness of a certain character is with or 
without legal warrant; that business be- 
ing apparently not incidental to bank- 
ing, and peculiarly under the control of 
state laws. Counsel for relators present 
the question under three heads as fol- 
lows: 

“(1) Congress is not authorized by 
the Constitution to confer upon national 
banks the corporate powers specified in 
section 11 (k). 

“(2) Section 11 (k) is void because 
Congress cannot delegate to the Federal 
Reserve Board the authority attempted 
to be conferred by this section. 

“(3) The granting of authority to 
the respondent to act as trustee, execu- 
tor, administrator, and registrar of 
stocks and bonds is in contravention of 
the laws and policy of this state.” 


In view of our conclusions hereinafter 
stated with reference to the third point 
raised we find it unnecessary to give any 
consideration to points numbered 1 and 
2. An extended discussion of these 
questions will be found in the recent 
case of People of the State of Illinois 
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vs. Brady, 271 Ill. 100, 110 N. E. 864. 

Assuming, then, for the purposes of 
this case, that Congress might constitu- 
tionally enact the legislation in ques- 
tion, it will be noted that under subsec- 
tion (k) of section 11, the Federal Re- 
serve Board is authorized to grant per- 
mission to national banks to act as trus- 
tees, etc., only when the exercise of such 
franchises by them is “not in contraven- 
tion of state or local law.” 


It is vigorously asserted on behalf of 
relators that such authorization to the 
national banks of this state is in contra- 
vention of state law. 

On the other hand, counsel for re- 
spondent state their position upon this 
noint as follows: 


“(a) There is nothing in the state law 
specifically prohibiting any person or 
corporation from acting as trustee, ex- 
ecutor, registrar, etc. 

“(b) In the absence of specific pro- 
hibition, the powers of a natural person 
to act in these capacities are unlimited, 
and the powers of a corporation are lim- 
ited merely by the statute under which 
it is organized. 

“(c) If national banks were organ- 
ized under state laws, it might be ar- 
gued that an express prohibition was not 
required, but that the mere absence of a 
state enabling act would be sufficient to 
limit their powers. 

“(d) Inasmuch as national banks are 
organized under the acts of Congress, no 
state enabling act is necessary to enable 
them to carry on a trust company busi- 
ness any more than to enable them to 
carry on a banking business. Their au- 
thority is found in section 11 (k), and 
if this section is constitutional, its op- 
eration can be suspended only by a pro- 
hibitory statute of the state, and not 
merely by the lack of an enabling state 
statute. 

“(e) The authority given by section 
11 (k) does not compel the appointment 
of national banks as fiduciaries in any 
case, but merely permits such appoint- 
ment. The probate court or other ap- 
pointing authority still has full freedom 
of choice. A mere enlargement of such 
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field of choice contravenes no law of the 
state. 

“(f) All references to state ‘policy’ 
are beside the point. The state Legis- 
lature has had at least one regular ses- 
sion since the passage of the Federal 
Reserve Act, and has not seen fit to pro- 
hibit national banks from qualifying as 
fiduciaries under section 11 (k). Its 
omission to do so is more significant than 
the claimed existence of a state policy, 
which is, at best, doubtful, vague, and 
indefinite. The courts should require the 
state to express itself positively and defi- 
nitely on a question of such importance. 

Whether the subjects mentioned in 
section 11 (k) are subjects over which 
the state has exclusive jurisdiction, or 
whether they or some of them may prop- 
erly be subject to federal legislation, it 
is not necessary to determine. As to es- 
tates of decedents, however, see Dickin- 
son vs. Seaver, 44 Mich. 624; Lafferty 
vs. People’s State Bank, 76 Mich. 35; 
American Missionary Ass’n vs. Hall, 138 
Mich. 247. 

The real point in issue in this pro- 
ceeding is whether the exercise by na- 
tional banks of the powers of trustees, 
executors, administrators, etc., is in con- 
travention of local law. 

An examination of our statutes clearly 
shows that the state has legislated very 
fully with reference to each of the sub 
jects mentioned in section 11 (k). Chap- 
ter 285, Howell’s Statutes (2d Ed.), is 
devoted to the subjects of trusts, and 
therein provision is made for their defi- 
nition, regulation, and administration. 
Chapters 290 to 301, Howell’s Statutes 
(2d Ed.), are devoted to laws relative 
‘to the settlement of estates of deceased 
persons. The administration of testate 
estates is by the law of this state com- 
mitted to the person named as executor 
therein, if he is legally competent. 4 
H. S. section 11026. In the case of 
intestate estates “to one or more of 
the persons hereinafter mentioned.” 4 
H. S. section 11040. 

While the word “person” is not de- 
fined in the statutes cited, to read them 
is to be: convinced that the term was 
used in a restricted sense, and was meant 
to apply to natural persons only and not 


to corporations. In reaching this conclu- 
sion we are not unmindful of the rule 
of construction (1 H. S. [2d Ed.] sec- 
tion 2, subsec. 12) which provides: 

“The word ‘person’ may extend and 
be applied to bodies politic and corpo- 
rate, as well as to individuals.” 

Our determination as to the meaning 
of the word “person” as employed in 
these statutes is in harmony with the 
decision in Grunow vs. Simonitsch, 21 
N. D. 277, 130 N. W. 835, where, in 
construing a similar statute, the court 
said: 

“It is perfectly apparent to our minds 
that until the enactment of section 4682 
the Legislature had in the most explicit 
manner expressed its intention to restrict 
such appointments to natural persons. 
By the enactment of section 4682 it is 
equally apparent that the only change 
which the Legislature intended to make 
in the existing statute was to permit do- 
mestic annuity, safe deposit, and trust 
companies to receive such appoint- 
ments.” 

See, also, In re Avery’s Estate, 45 
Mise. Rep. 529, 92 N. Y. Supn. 974. 

In the year 1889 the law relative to 
the administration of estates of deced- 
ents, and the execution of trusts was 
changed by enactment. 3 H. S. (2d 
Ed.) ¢. 104, sections 6476-6510. Ex- 
cept as authorized under said act, no 
corporation in Michigan is empowered 
to administer trusts or to act as execu- 
tor or administrator. A corporation 
may exercise only those powers con- 
ferred upon it by its charter under the 
law of its organization. In authorizing 
certain corporations organized under the 
act in question to execute trusts and 
administer estates, the Legislature im- 
posed very stringent conditions. It 
fixed a minimum capitalization, required 
the investment of a certain percentage 
of the capital in specified securities, and 
compelled the making of a fixed deposit 
with the state treasurer for the purpose 
of securing depositors and creditors; it 
fixed the number and qualifications of 
directors and imposed penalties for 
fraud and embezzlement; it regulated 
investments of the corporation, and pro- 
vided for complete supervision by the 
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state banking department. Many of 
the regulations imposed could not be 
complied with by a national bank. 

We cannot agree with the contention 
of counsel for respondent that relators 
must point to a specific prohibitory law 
—a law absolutely forbidding national 
banks to engage in the activities speci- 
fied in section 11 (k). We believe that 
the Legislature, in the enactment of the 
so-called trust, deposit, and security 
statute, and clothing corporations or- 
ganized thereunder with the powers 
therein defined, by unavoidable infer- 
ence excluded all other corporations 
within the state from the exercise of 
those powers. Nor do we believe, as 
claimed by counsel for respondent, that 
the exercise of such powers by national 
banks is, at most, contrary only to the 
public policy of the state. Our legis- 
lation upon the subjects involved in sec- 
tion 11 (k) is so particular and so 
voluminous, and the legislative purpose 
so apparent, that we have no hesitation 
in reaching the conclusion that the ex- 
ercise of the powers enumerated in sec- 
tion 11 (k) by nationad banks would be 
“in contravention of state law.” While 
the decision in People of the State of 
Illinois vs. Brady, supra, on this point 
is to the same effect, it is, of course, not 
controlling, because the court of Illi- 
nois dealt with the statutes of that 
state, which differ materially from our 
own. The same may be said of the 
decision in Appeal of Woodbury (N. 
H.) 96 Atl. 299, which arose in the 
state of New Hampshire. 

It is, we think, clear that in the en- 
actment of the trust legislation advert- 
ed to the state sought to surround the 
execution of trusts and the administra- 
tion of estates by corporations with cer- 
tain safeguards which would be wholly 
lost if national banks within the state 
were permitted to exercise the func- 
tions enumerated under section 11 (k). 

We are therefore of opinion that the 
prayer of the relators should be granted, 
and that the respondent be enjoined and 
excluded from acting as trustee, execu- 
tor, administrator, and registrar of 
stocks and bonds. No costs will be al- 
lowed. 


Ostrander, J. (concurring.) If at any 
time in this state only individuals could 
execute trusts, manage trust funds, and 
act as executors and administrators of 
estates of deceased persons, it was be- 
cause there had been created no cor- 
poration with the proper powers. It 
was within the power of the Legislature 
to create, or provide for creating, such 
corporations, and, as the idea of cor- 
porate usefulness and efficiency became 
general, the Legislature did provide for 
creating corporations with the necessary 
powers. Having provided for the crea- 
tion of such domestic corporations, for- 
eign corporations, having proper pow- 
ers, may, upon such reasonable condi- 
tions as the Legislature may prescribe, 
be admitted to do in this state what 
domestic corporations may do. 

There is therefore no state policy op- 
posed to corporate trustees, executors, 
or administrators. No corporation, and 
for that matter no individual, can in any 
event act in any of the capacities indi- 
cated except by appointment. And a 
corporation or an individual in such re- 
lations is governed by the laws of the 
state and the orders of state courts. 

National banks are, and are not, for- 
eign corporations. They are creatures 
of Congress, agencies of the federal gov- 
ernment, domesticated in the state. 
They may sue, and be sued in the 
courts of the state, but the powers they 
shall possess, their managentent and 
control are beyond state authority, ex- 
cept that a bank like the respondent 
may not exercise certain powers—can- 
not lawfully possess them—in contra- 
vention of state law. 

No state law is contravened—op- 
posed, come into conflict with—because 
a corporation exercises the indicated 
powers, nor by the act of Congress cre- 
ating national banks. The Legislature 
has not declared that national banks in 
this state shall not have the right “to 
act as trustee, executor, administrator, 
or registrar of stocks and bonds.” U. S. 
Comp. St. 1913, section 9794 (k). And 
I do not find in Brother Brooke’s opin- 
ion reference to any state law that will 
be contravened if respondent continues 
to act in the indicated capacities. To 
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say that because the Legislature has re- 
quired certain things of a domestic cor- 
poration as a condition to the exercise 
of the right, and cannot require the 
same or similar things from national 
banks, therefore the exercise of the right 
by national banks will be in contraven- 
tion of state law, seems to me to be an 
unsound argument. The bank is here 
with such structure as Congress has 
given it, and Congress has in terms 
declared that, among other functions, it 
may perform that of a trustee, etc., if 
anybody wants it to. The mere ele- 
ment of safety of a fund is a matter 
to be considered by those applying to 
the corporation to take charge of it, or 
by the court making an appointment. 
That one may regard the domestic cor- 
poration as the safer institution is not 
evidence that the other, if it acts, acts 
in contravention of state law. Certain 
safeguards surrounding the execution of 
trusts, etc., by domestic corporations are 
lost when individuals are appointed to 
execute them. The individual does not 
therefore act in contravention of state 
law. 

Mr. Justice Brooke does not point out 
in what way, if respondent acts within 
its apparent powers, the operation of 
any state law governing trusts, or the 
settlement of estates, will be interfered 
with. I am not content to rest so im- 
portant a decision upon a doubtful in- 
ference. We must come, I think, to the 
question: Has respondent the power 
which the court is informed it is exer- 
cising? The question is a delicate one, 
less so, I think, because of the decisions 
of the federal court. The power of 
Congress to create national banks is sus- 
tained upon the theory that: 

A bank, to the government, “is a con- 
venient, a useful, and essential instru- 
ment in the prosecution of its fiscal op- 
erations.” McCulloch vs. State of 
Maryland, 4 Wheat. 316, 4 L. Ed. 579. 

“The bank is not considered as a pri- 
vate corporation, whose principal object 
is individual trade and individual profit, 
but as a public corporation, created for 
public and national purposes. That the 
mere business of banking is, in its own 
nature, a private business, and may be 


carried on by individuals or companies 
having no political connection with the 
government, is admitted; but the bank 
is not such an individual or company. 
It was not created for its own sake, or 
for private purposes. It has never been 
supposed that Congress could create 
such a corporation. * * * Why is 
it that Congress can incorporate or cre- 
ate a bank? This question was an- 
swered in case of McCulloch vs. State 
of Maryland. It is an instrument which 
is ‘necessary and proper’ for carrying 
on the fiscal operations of government. 
Can this instrument, on any rational 
calculation, effect its object, unless it be 
endowed with that faculty of lending 
and dealing in money which is conferred 
by its charter? If it can, if it be as 
competent to the purposes of govern- 
ment without as with this faculty, there 
will be much difficulty in sustaining 
that essential part of the charter. If 
it cannot, then this faculty is necessary 
to the legitimate operations of govern- 
ment, and was constitutionally and 
rightfully ingrafted on the institution. 
* %* * The operations of the bank 
are believed not only to yield the com- 
pensation for its services to the govern- 
ment, but to be essential to the perform- 
ance of those services. Those operations 
give its value to the currency in which 
all the transactions of the government 
are conducted. They are therefore in- 
separably connected with those trans- 
actions. They enable the bank to ren- 
der those services to the nation for which 
it was created, and are therefore of the 
very essence of its character, as nation- 
al instruments. The business of the 
bank constitutes its capacitv to perform 
its functions as a machine for the money 
transactions of the government. Its cor- 
porate character is merely an incident, 
which enables it to transact that busi- 
ness more beneficially.” Osborne vs. 
Bank of the United States, 9 Wheat. 
738, 6 L. Ed. 204. 

See, also, Farmers’ & Mechanics’ Nat. 
Bank vs. Dearing, 91 U. S. 29, 23 L. 
Ed. 196. 

Undoubtedly all »resumptions are in 
favor of the constitutionality of the act 
in question here, and Congress is the 
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judge, within the exercise of its powers, 
of the functions a national bank should 
nerform. But in the reasoning of the 
judges, in the opinions to which I have 
referred, I find, I think, a conclusive 
argument supporting the proposition 
that Congress has exceeded its consti- 
tutional powers in granting to banks the 
right to act as trustees, executors, and 
administrators. If for mere profit it can 
clothe this agency with the powers 
enumerated, it can give it the rights of 
a trading corporation, or a transporta- 
tion company, or both. There is, as 
Judge Marshall points out, a natural 
connection between the business of bank- 
ing and the carrying on of federal fiscal 
operations. There is none apparently 
between such operations and the busi- 
ness of settling estates or acting as a 
trustee of bondholders. This being so, 
there is in the legislation a direct in- 
vasion of the sovereignty of the state 
which controls not only the devolution 
of estates of deceased persons and the 
conducting of private business within 
the state, but as well the creation of 
corporations and the qualifications and 
duties of such as may engage in the 
business of acting as trustees, execu- 
tors and administrators. Such an in- 
vasion I think the court may declare 
and may prevent by its order operating 
upon the offending agency. 

I concur, therefore, in the conclusion 
arrived at by Mr. Justice Brooks. 

(159 N. W. Rep. 335.) 


& 


Fraud 
New York 
Acceptances—E vidence 


Supreme Court, Appellate Division, Second 
Department, Oct. 6, 1916 


JOHNSON COUNTY SAVINGS BANK VS. 
KORN HAUSER 


Evidence held to sustain finding that de- 
fendant was induced to sign acceptances 
sued on by active fraud and deceit, and to 
sustain verdict for defendant therefor. 


CTION by the Johnson County 
Savings Bank against Lewis Korn- 
hauser. From judgment for defendant 
and order denying motion for new trial, 
plaintiff apeals. Affirmed. 


& 


STATEMENT OF FACT 


N February 7, 1914, this action was 

begun against defendant on an ac- 
ceptance of a draft which had been 
drawn by the United Jewelers Manu- 
facturing Company of Iowa City, Iowa, 
and accepted by him on February 23, 
1907, payable in twelve months. De- 
fendant kept a small shop in the village 
of Peekskill, and could read but little 
English. On February 6, 1907, a sales- 
man from this jewelry concern visited 
defendant’s store, and invited him to en- 
gage in the sale of this jewelry on the 
basis of a twenty per cent. commission, 
besides receiving the benefit of certain 
local advertising at the expense of this 
jewelry company. Finally he produced 
a long, closely printed contract (which 
defendant could not read), being in form 
an order for jewelry to be shipped to 
him at Peekskill to the amount of $756, 
to be paid one-fourth each three months. 
The instrument contained a guaranty 
that the gross profits should be not less 
than fifty per cent. of the amount of this 
order, each year, for a period of two 
years from the date of invoice. The so- 
liciting agent assured defendant that if 
he did not succeed in selling, defendant 
would not lose, as at the end of the year 
the jewelry company would pay him 
storage upon the goods unsold. Defend- 
ant signed this paper after hearing it 
read. 

On February 23, a tall, well-dressed 
stranger came to defendant’s store, 
seemingly in a great hurry He an- 
nounced that defendant’s shipment was 
at the local express office, but before ‘its 
delivery defendant must first sign the 
four yellow papers which he produced, 
being four drafts, each for $189, pay- 
able in three, six, nine and twelve 
months. The last is the one here in suit. 
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It does not clearly appear whether the 
word “accepted” had then been written, 
but defendant’s signature on the back 
is admitted to be genuine. The stranger 
repeated that the goods were sent on 
commission, that these papers were 
merely to be held as collateral security 
and that at the end of every quarter 
defendant was to remit the proceeds of 
whatever he had then sold, less twenty 
per cent. commissions, whereupon the 
draft then falling due should be re- 
turned to him. On that same day, de- 
fendant received a box about eighteen 
inches square from the express company. 
When, the following day, the glittering 
articles were exposed in the show cases, 
they soon lost their lustre. After try- 
ing to wipe off one that appeared tar- 
nished, defendant discovered their true 
character, and at once put them back, 
and on that day returned by express the 
entire lot to the United Jewelers Man- 
ufacturing Company. About the middle 
of May, defendant received from the 
Johnson County Savings Bank, also an 
institution of Iowa City, a letter, in 
which that bank claimed to be the holder 
of the draft then maturing, with demand 
for remittance payable at Iowa City. 
Through his attorney, defendant wrote 
back repudiating any liability. Later 
came notice of protest, and like demands 
and protests on the three succeeding 
drafts followed, including the one for 
twelve months here in suit. 

It appeared that suits had been insti- 
tuted on the three drafts which came 
due in 1907, but that after having been 
at issue, the complaints were finaily dis- 
missed. 

Plaintiff's proofs from Iowa City were 
taken by commission under section 888 
of the Code of Civil Procedure. It was 
deposed that the draft in suit had been 
transferred on March 19, 1907, to plain- 
tiff for its face value, less a discount of 
seven per cent. The assistant manager 
of the jewelry company deposed in de- 
nial of having communicated any infor- 
mation to the bank as to the considera- 
tion of this draft. The president of the 
plaintiff bank denied knowledge from 
any source as to the original transaction 


with defendant or as to the consideration 
for this acceptance. 

The issues, including plaintiff's dis- 
claimer of knowledge or information and 
as to plaintiff's bona fides, were submit- 
ted to the jury, who gave a verdict for 
defendant, which the learned county 
judge declined to set aside. This ap- 
peal is from the judgment and the order 
denying new trial. 


& 


OPINION OF THE COURT 


PER CURIAM. From all the cir- 
cumstances attending defendant’s 
signing this jewelry order, showing a 
tissue of misrepresentations practiced on 
an illiterate foreigner, the jury could 
well find that defendant, without his 
fault. or neglect, was induced to sign 
these acceptances by active fraud and 
deceit. Page vs. Krekey, 137 N. Y. 307. 
On proof of such initial fraud, plaintiff 
had to satisfy the jury that the bank 
took the draft as an innocent bona fide 
holder. Vosburgh vs. Diefendorf, 119 
N. Y. 357; Smith vs. Weston, 159 N. Y. 
194. This issue was not to be deter- 
mined alone on the statements of the 
assistant manager of the jewelry com- 
pany in unison with the testimony of 
the bank president, to the effect that 
the bank was ignorant of the original 
consideration. The jury might take 
such testimony with some reserve, and 
if it looked improbable that a bank in 
the same town with this jewelry com- 
pany took such irregular paper in entire 
ignorance of its customers’ methods of 
trade, it was for the jury to say how far 
they credited such disclaimer of know]l- 
edge involving a lack of ordinary bank- 
ing precautions. C. N. Bank vs. Dief- 
endorf, 123 N. Y. 191; Citizens’ Na- 
tional Bank vs. Weston, 162 N. Y. 113. 
In view of the scheme of fraud perpe- 
trated on respondent, and the presump- 
tive knowledge growing out of the rela- 
tions between the fraudulent drawer and 
the plaintiff, we cannot say that this ver- 
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dict in favor of the defendant was un- 
supported. 

The judgment and order of the coun- 
ty court of Westchester county are 
therefore affirmed, with costs. All con- 
cur. 


(160 N. Y. Supp. 913.) 
o 


Sale of Bank Stock 


MINNESOTA 


Rights of Creditors—Stock as Security 
—Time in Which Sale Must 
Be Made 


The time within which a bank is required 
to sell shares of its capital stock which have 
been taken as security under the authority 
conferred by section 6257, Gen. St. 1913, 
commences to run from the date the stock 
is so acquired, and not from the due date 
of the secured obligation. 

The failure of the bank to sell and dis- 
pose of the stock within the time fixed by 
the statute renders the security invalid as 
to creditors or purchasers subsequently ac- 
quiring rights thereto from or through the 
owner of the stock. 

The state has no interest in the subject- 
matter, the taking of such security is not an 
ultra vires act, and subsequent creditors may 
urge that the failure of the bank to dispose 
of the stock as required by law renders its 
claim invalid. 


& 


CTION by Max Sigel against the 
Security State Bank of Warroad. 
From an order sustaining a demurrer to 
a defense, defendant appeals. Affirmed. 


& 


OPINION OF THE COURT 


ROWN, C. J. The Security State 

Bank of Warroad, defendant in the 
action, was duly organized under and 
pursuant to the general statutes of the 
state as a banking corporation. One 
Joseph Gibbons was a stockholder of 
the bank and held and owned two shares 
of stock therein. Gibbons was indebted 


to the plaintiff in this action in the sum 
of about $500, and plaintiff brought an 
action in the district court to recover 
thereon. Such proceedings were there- 
after had in the action that on Novem- 
ber 15, 1915, judgment was duly ren- 
dered for plaintiff and against Gibbons 
for the full amount of plaintiff's claim, 
with costs. Thereafter, under and pur- 
suant to an execution duly issued on the 
judgment, the sheriff of the county duly 
levied upon the stock so owned by Gib- 
bons, and in due course of procedure the 
same was sold and struck off to plain- 
tiff as the highest and best bidder at the 
sale. The levy and sale under the ex- 
ecution occurred in the month of Decem- 
ber, 1915. Plaintiff thereafter demand- 
ed of the bank a transfer of the stock to 
him upon its books, which demand the 
bank refused on the claim that it held 
the stock as security for the payment of 
an indebtedness due from Gibbons, and 
that its claim was superior to any right 
acquired by plaintiff at the execution 
sale. Plaintiff then brought this action 
against the bank to recover the value of 
the stock on the theory that its refusal 
to transfer the same to him amounted 
to a conversion. 

Defendant interposed in defense that 
on May 5, 1915, Gibbons was indebted 
to the bank on a past-due obligation; 
that he was regarded as insolvent, and 
the bank was in danger of losing its 
claim ; whereupon Gibbons made and de- 
livered to the bank his promissory note 
for the sum of $300, the amount of the 
indebtedness then due and owing to the 
bank, and to secure the payment thereof 
assigned to the bank the stock in ques- 
tion. Defendant’s rights are founded 
upon that assignment. The transaction 
was in good faith, and without purpose 
to defraud creditors, and solely for the 
protection of the bank from loss. Plain- 
tiff demurred to this defense and defend- 
ant appealed from an order sustaining 
it. 

The only question presented is 
whether the assignment of the stock to 
the bank was, at the time plaintiff caused 
the same to be levied upon, valid and su- 
perior to the rights acquired by plain- 
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tiff as purchaser at the execution sale. 
This question is answered by the con- 
struction to be given to and the force 
and effect of section 6357, G. S. 1913, 
which reads as follows: 


“Tt [the bank] shall make no loan or 
discount on the security of its own capi- 
tal stock, nor be the purchaser or holder 
thereof, unless * * * to prevent 
loss upon a debt previously contracted 
in good faith, and all stock so acquired 
shall be disposed of at public or private 
sale within six months after it is so ac- 
quired.” 


Defendant contends: (1) That the 
period of six months within which the 
bank was by statute required to sell and 
dispose of the stock did not commence to 
run until the maturity of the secured ob- 
ligation; and (2) that the failure of the 
bank to comply with the statute in re- 
spect to a sale of the stock cannot be 
set up or invoked by plaintiff in defeat 
of the rights of the bank; that the ques- 
tion of the invalidity of the bank’s title 
can only be raised by the state. Neither 
contention can be sustained. 

The statute controlling the case is 
plain and unambiguous. It prohibits 
banking corporations from making loans 
or discounts upon their own stocks as se- 
curity, and from taking such stock as se- 
curity except when necessary to prevent 
loss to the bank, and in that case its 
right to hold the stock so pledged is lim- 
ited to the period of six months from 
the time of the transaction. The pur- 
pose of the statute is too obvious to re- 
quire discussion. It was enacted in the 
interest of sound and safe banking, and 
to prevent the stockholders from impair- 
ing the capital of the bank by with- 
drawing the funds thereof without ade- 
quate security. And, while it permits 
the bank in the special case mentioned 
to take its own stock as security, the 
statute is specific that it cannot be held 


longer than six months. In the case at 


bar that period expired on November 5, 
unless as contended by counsel for de- 
fendant the bar of the statute does not 
commence to run in such cases until the 
due date of the secured obligation. 

We are clear, however, that such con- 
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tention cannot be sustained. Such a con- 
struction would enable every bank to 
avoid the prohibition of the statute, at 
least to overcome the spirit and purpose 
thereof by postponing the day of pay- 
ment of the secured debt so that the 
bank could hold the stock one, two or 
three years, or for such other time as 
the parties might agree upon. This 
would clearly be contrary to the intent 
of the Legislature, and the requirement 
that such stock be sold within six months 
must be construed, at least as to credit- 
ors and those subsequently acquiring 
rights in or to the stock, in accordance 
with its express language. From this it 
follows that as to plainiff, an execution 
creditor, defendant’s right to hold the 
stock terminated long prior to the date 
of plaintiff's execution sale, and_ its 
rights are inferior to those thus required 
by plaintiff. 

The second point made by defendant, 
namely, that the failure of the bank to 
comply with the statute can only be 
complained of by the state, does not re- 
quire extended discussion. The situa- 
tion is that of two creditors claiming the 
same fund in discharge of their respect- 
ive claims. The state has no interest 
in that controversy; it is purely per- 
sonal. The lien and claim of the bank 
was valid for the period of six months 
and no longer, and no sound reason can 
be assigned for holding that though the 
bank failed to perfect its rights within 
th time fixed by the statute,“ vet the 
claim remains valid until the state shall 
step in and raise the objection. As sug- 
gested, the state has no interest in the 
matter; the bank committed no ultra 
vires act in its failure to sell the stock, 
and there exists no basis for interfer- 
ence by the state. This view is sus- 
tained by Buffalo Ins. Co. vs. Bank, 162 
N. Y. 163. A different question would 
be presented in the case of a fully exe- 
cuted ultra vires contract, as pointed out 
in the case cited. In the case at bar the 
contract between Gibbons and the bank 
was executory. 

Judgment affirmed. 

159 N. W. Rep. 567. 
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Joint Account 


(Savings Bank Case) 

New York 
Husband and Wife 
Surrogates Court, Kings Co., April, 1916. 





Joint Property 


IN RE. MAGUIRE’S WILL 


Where savings bank accounts are opened 
in the names of husband and wife, without 
evidence in the style of the account, except 
as found in the names themselves, of an 
agreement that the deposits were jointly 
owned, or that either party should take by 
survivorship, in the absence of proof of own- 
ership of the funds at the time of the de- 
posits, on death of the husband they belong 
to the wife and form no part of his estate. 


(160 N. Y. Supp.) 


& 


PPLICATION by the Missionary 

Society of the Most Holy Re- 
deemer in the State of New York for 
an order directing Grace Roarty and 
another to make and file their account 
as administrators of Annie Maguire, 
also known as Anna Maguire, as to her 
proceedings as executrix of the last will 
and testament of John Maguire, de- 


ceased. Account approved as made. 
& 
OPINION OF THE COURT 


ETCHAM, S. The Savings bank 
accounts which are the subject of 
controversy were opened in the names 
of husband and wife, without evidence 
in the style of the account, unless it is 
found in the names themselves, or in 
any other form, of an agreement or in- 
tention that the deposits were jointly 
owned or that either party to the ac- 
ccunts should take by survivorship. 
There is no proof as to the ownership 
of the deposited funds, or any part 
thereof, at the time of the deposits. 
It was once regarded as settled law 
that under such circumstances it was 
to be presumed that each of the parties 
to the transaction owned one-half of 
the fund individually, that the deposit 
was the subject of common, and not 
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joint, ownership, and that there was 
no agreement or purpose that either 
should take upon the death of the other. 

While the decisions in this regard 
had a firm, but narrow, basis in the 
rules affecting ownership in common, 
they took little heed of the common- 
sense—the popular conception—that 
such deposits would ordinarily not be 
made, except with the intent that upon 
the death of one of the parties the other 
should take the whole fund. It may 
well be asserted that in any case where, 
in obedience to rules unknown to the 
laity, a deposit of this sort was held 
te be in common and not subject to 
survivorship, the wish and understand- 
ing of the unlearned parties was dis- 
appointed. 

There are signs of retreat in the re- 
cent opinions on this subject. In Mat- 
ter of Thompson, 167 App. Div. 356, 
153 N. Y. Supp. 164, the Appellate Di- 
visions of the First Department held 
that deposits in no respect different 
from the transactions involved in the 
case at bar were intended to belong to 
the wife upon the death of the husband. 
The court says: 

“At the death of the decedent $12,- 
830.82 was on deposit in various banks 
in accounts entitled ‘Alexander Thomp- 
son or Mary E. Thompson.’ The sur- 
rogate held that inasmuch as the evi- 
dence did not show how much of the 
deposits belonged to the decedent and 
how much to his wife, it would be pre- 
sumed one-half belonged to each. In 
reaching this conclusion we think he 
erred.” 

While the opinion cited does not 
treat of the cases expressly contrary to 
the result therein reached, and is con- 
tent with stating only cases in which 
it was known that the moneys deposit- 
ed were wholly owned by the husband 
and were deposited by himself, the 
holding itself cannot be misunderstood. 

The accompanying decision of the 
same Appellate Division, in Matter of 
Dalsimer, 167 App. Div. 367, was ad- 
dressed to a transaction in which the 
parties, however they held the funds 
involved, made profuse and inevitable 
evidence of their intent and agreement 
that their investment should be joint 
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and not common, should vest in each 
an immediate “unity of interest, unity 
of title, unity of time, and unity of 
possession,” and should, upon the death 
of one, be the property of the other 
by an ownership instituted at the time 
of the investment. That case is of no 
present avail. 

The authority of the Thompson Case, 
supra, in the Appellate Division was 
still subordinate to the explicit judg- 
ment of the Court of Appeals in Mat- 
ter of Albrecht, 136 N. Y. 91, and 
Matter of Kaupper, 201 N. Y. 534, as 
well as the equally plain rulings of 
Wethrow vs. Lord, 41 App. Div. 413, 
and Matter of Wilkins, 144 App. Div. 
803, but the case has been affirmed 
without question of the views upon 
which the result was based. 217 N. Y. 
609. The decision has been regarded 
by Mr. Surrogate Schultz as authority 
for his own ruling, as follows: 

“The fact that the bond, mortgage, 
and certificate of deposit were taken in 
the names of the husband and wife, in 
the absence of evidence to the contrary, 
shows an intention to create in the wife 
the right of survivorship.” Matter of 
Keil, 91 Misc. Rep. 667. 

It follows that the deposits in ques- 
tion belonged to the wife and formed 
no part of the estate of the husband 
intestate. The account must be ap- 
proved as made. 

Decreed accordingly. 

(160 N. Y. Sup. 512.) 


& 


Trust Account 


(Savings Bank Case) 
New York 
Gift Causa Mortis—Trusts—Revoca- 
tion 
Supreme Court, New York, Appellate Di- 


vision, Second Department, July 28, 
1916. 


DURYEA VS. KNAPP 


Where savings deposits at the direction of 
the depositor are deposited in trust for an- 
other, such trust is revocable until com- 
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pleted by some unequivocal act or declara- 
tion of the creator of the trust. 

Gifts causa mortis may be revoked at any 
time before death of the donor. 

Evidence held sufficient to show that a 
transfer of the decedent’s bank account in 
trust for plaintiff was merely a conditional 
gift causa mortis, which was expressly re- 
voked prior to death of depositor. 

(160 N. Y. Supp.) 


& 


OPINION OF THE COURT 


PUrTNaM, J. These appeals raise 

the question whether savings bank 
trusts were irrevocably made at or be- 
fore 1910, or were subject to revoca- 
tion during the lifetime of Mrs. Jane 
Ann Conklin, the alleged donor. Two 
or the savings bank accounts (the sub- 
jects of suit No. 3) were opened in 
1894 in the form of “Jane Ann Conk- 
lin in trust for Eliza F. Duryea.” The 
other three accounts (suits 1, 2 and 4) 


were similarly changed in October, 
1905. An account in the Emigrant In- 
dustrial Savings Bank was then 


changed in favor of Mrs. Polhemus, 
which is the subject of suit No. 4. The 
banks then returned all of: these bank 
books to Mrs. Conklin; and the books 
remained in her possession, in a safe 
deposit box in New York, which was 
rented in the joint names of Mrs. 
Conklin and Mr. Duryea (who was 
Mrs. Conklin’s confidential agent) up 
to February 8, 1910. On that date, 
when Mrs. Conklin was 86 years old, 
this safe deposit box was given up, and 
Mr. Duryea brought these bank books 
to Nyack, where Mrs. Conklin then 
boarded in Mr. Duryea’s house. Mr. 
Duryea testified that he took the four 
bank books upstairs to Mrs. Conklin’s 
room, and there handed them to her 
and left them with her; that later Mrs. 
Conklin called down from over the 
banister to Mr. Duryea, and when he 
came up in response she handed him 
the books, which she said belongéd to 
Mrs. Duryea and to Mrs. Polhemus, 
the plaintiffs herein; that she wanted 
him to take the books down and put 
them in his box. 

Although Mrs. 


Duryea and Mrs. 
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Polhemus were both in the house at the 
time, Mrs. Conklin did not herself give 
them the bank books. After this time, 
Mr. Duryea kept exclusive possession 
of the books, although Mrs. Conklin 
continued to draw the interest and use 
it for her own purposes. Mr. Duryea 
testified, also, that he had handed the 
books that night to Mrs. Duryea and 
Mrs. Polhemus, who handed him back 
the books for safe-keeping. At all 
times Mrs. Conklin continued to draw 
the interest on these accounts on her 
own order, and to use the proceeds for 
her own purposes. On February 13, 
1913, on the petition of Mrs. Duryea, 
one of the plaintiffs, Mrs. Conklin, was 
committed to the State Hospital for the 
Insane at Middletown, N. Y., where 
she remained two months under obser- 
vation. The hospital authorities then 
voluntarily released her, on the ground 
that she was not and. had not been in- 
sane. The lunacy proceedings were 
therefore vacated. After Mrs. Con- 
klin’s return to Nyack, but not to the 
residence of Mrs. Duryea, on May 26, 
1913, she served formal notices of re- 
vocation of the alleged trusts, duly ac- 
knowledged, upon the defendant bank. 
She died September 26, 1914. In the 
interval of sixteen months between her 
attempted revocation and Mrs. Conk- 
lin’s death, the plaintiffs took no pro- 
ceedings to impress a trust upon these 
bank accounts. 

To affirm the judgments in plaintiffs 
favor, we must hold that the change in 
the savings bank accounts, with Mrs. 
Conklin’s subsequent conduct, especial- 
ly the circumstances at Nyack, when 
she is said to have declared to Mr. Dur- 
yea that the books were the property 
of the plaintiffs, constituted a valid 
gift, absolute and irrevocable. But here 
we have the deceased, at a time when 
she had proved to be sane and compe- 
tent, asserting a right to revoke these 
dispositions by a formal written in- 
strument. Obviously the gift now 
claimed did not exist before February, 
1910, since the books were still under 
her control, which Mr. Duryea recog- 
nized by bringing back the books and 
delivering them to her. While Mr. 
Duryea, the huspand of one of the 
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plaintiffs, testified he delivered to her 
and Mrs. Polhemus the _ respective 
books, which testimony was not within 
the prohibition of Code of Civil Pro- 
cedure, section 829, yet it is singular 
that Mrs. Conklin herself made no such 
gift to these ladies in the same house. 

She continued thereafter to draw the 
interest on her own orders, an act in- 
dicating that she had not divested her- 
self of the beneficial control of the de- 
posits. Mrs. Conklin’s attitude and in- 
tent as to this transaction strongly ap- 
pear from her accusations of Mr. Dur- 
yea, before the end of 1910, that he had 
deprived her of her property, when 
she once came to the window and ex- 
claimed, “He won’t give me my bank 
books.” As late as 1912, Mrs. Conk- 
lin was asking for these books, which 
Mr. Duryea withheld from her. Mr. 
Duryea says he did it, not because she 
had irrevocably disposed of them by 
gift to his wife, but “because I didn’t 
think that she was in a condition to 
have them.” Even in March, 1913, Mr. 
Duryea admitted that he was caring for 
the books for Mrs, Conklin. 

The deposits in trust for the plain- 
tiffs were nor irrevocable until com- 
pleted by some unequivocal act or dec- 
laration. Matter of Totten, 179 N. Y. 
112. Deceased showed an aversion to 
making a will. It was natural for her 
to think of these bank books as a sub- 
stitute for a legacy by will. Her in- 
tent to make a gift causa mortis finds 
support in a query in her handwriting 
on the last page of her memorandum 
book: 


“Can I draw on money in trust when 
I was advised to put it there as it was 
better than a will in case I should want 
to use it?” 


She must have so looked upon these 
dispositions. She exercised the power 
to revoke, which can be done with gifts 
causa mortis. Bliss vs. Fosdick, 86 
Hun, 162, 173. In view of the long- 
settled rules rigidly enforced to protect 
estates against gifts first asserted after 
death of the donor, we think the testi- 
mony for plaintiffs did not sufficiently 
establish their title. On the contrary, 
the circumstances point to a condition- 
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al gift, not taking effect before death, 
and hence subject to revocation. The 
instruments of May 26, 1913, exercised 
the power to revoke, unless Mrs. Conk- 
lin had already irrevocably conferred 
title. In view of all the testimony 
we are constrained to conclude that de- 
eedent had never completely given’ up 
her control and dominion over this 
property, so that she had title thereto 
at her death. 

I advise that the findings of fact 
numbered 2 in suits Nos. 1, 2 and 3, 
and the findings numbered 3 in suit 
No. 4, be severally reversed, and in 
lieu of such findings a new one by made 
by us “that said Jane Ann Conklin did 
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not divest herself of dominion, control, 
and custody over said bank books, but 
thereafter retained the same, and on 
May 26, 1913, lawfully and effectively 
revoked said tentative change in said 
bank accounts, and gave due notice of 
such revocation to said banks, so that 
when she died she had full title there- 
to”; that this court, upon this appeal, 
accordingly, reversing the conclusions 
of law by the learned court at Special 
Term, make conclusions of law in fa- 
vor of the appellant, decreeing to her, 
as administratrix, the said bank ac- 
ecunts, with costs. All concur. 
(160 N. Y. Supp. 553.) 


Remarkable Record of the Pennsylvania Railroad System 


N 1916 the Pennsylvania Railroad 

System carried in its trains more 
people than in any previous year of its 
history, and did so without losing the 
life of a single passenger in a train ac- 
cident of any kind. 

Statistics which have just been com- 
piled show that during the year there 
were transported safely, on the lines 
east and west of Pittsburgh, 196,294,146 
passengers. Figures for the last few 
weeks of the year are necessarily partly 
estimated. The heaviest freight traffic 
ever handled by the Pennsylvania Rail- 
road System was moved over its lines at 
the same time that these passengers were 
being carried without loss of life. 

The entire Pennsylvania Railroad 


System, taking into account every af- 
filiated company either east or west of 
Pittsburgh, now has to its credit three 
full calendar years in which no passen- 
ger has been killed as a result of a train 


accident on any portion of the lines. 
During this period 553,890,063 passen- 
gers—equal to five and one-half times 
the population of the United States— 
have been safely transported a total dis- 
tance of approximately fifteen billions 
of miles, or 150 times as far as the sun 
is from the earth. Upward of 9,000,000 
trains, carrying both passengers and 
freight, were operated by day and night, 
through sleet and storm, and fog and 
sunshine, over 12,000 miles of railroad 
line and 27,000 miles of track, while 
these passengers were being taken on 
their journeys without loss of life. 

On the lines of the Pennsylvania 
Railroad, east of Pittsburgh, no passen- 
ger’s life has been lost in a train acci- 
dent during any of the last four calen- 
dar years, and in that period 616,626,- 
957 people have traveled safely over 
these lines alone. 























International Banking and Finance 





Opportunities for American Banking, Trade and 
Enterprise in Mediterranean Countries 


By Petros G. Zaldari 


Changes brought about by the great war in Europe are causing many of the old- 
world countries to look to America for the capital they have heretofore obtained from 
London, Paris and Berlin. Our bankers and captains of industry are looking the world 
over for safe and profitable opportunities for business and financial expansion. In the 
following article attention is directed to Egypt, and the writer possesses the advantage of 
first-hand knowledge of conditions in that ancient seat of civilization—Editor Bankers 


MAGAZINE. 


I. EGYPT 


F greatest general interest in fi- 
nancial circles during the last 
two years has been the matter of 

foreign financing, and the large and 
growing investment in foreign govern- 
ment securities. Next to that comes the 
promotion of financial institutions capi- 
talized with millions of dollars in con- 
nection with the opportunities now of- 
fered to American banking, trade and 
enterprise in the fields devastated by the 
war, but few of us have more than a 
vague realization of the opportunities 
which exist in the old Mediterranean 
countries. 

These are countries exceedingly rich 
in natural resources which are subject 
to easy and rapid development, but 
which up to date have hardly at all been 
exploited. The reason for this admits 
of ready explanation. To the group of 
capitalists who will enter this field now 
there is presented an opportunity prac- 
tically to own these numerous produc- 
tive opportunities and to realize quick 
and large returns on the investment with 
the element of risk about as low as one 
can imagine. The enterprise must be 
permanent; it must be important; it 
must be dignified ; it must be incorporat- 
ed on its own field to bear the sanction 
ind patronage of the people; it must 
be based upon valuable concessions in 
countries well known for ages past, but 


still, in many respects, lacking totally 
industrial and agricultural development. 
Such an operation can best be developed 
with foreign capital, because the con- 
ditions are ripe now for the institution 
of a financial holding corporation. Its 
success, of course, will depend vitally 
upon its being handled by those thor- 
oughly familiar with the methods, char- 
acteristics, ete., of these countries, 
which have their own peculiarities. 

A brief description of the financial, 
industrial, commercial, farming and ir- 
rigation situation of the above mentioned 
countries and the unusual opportunities 
for successful development which exist 
there, will help the reader to appreciate 
the need of an American financial 
holding corporation and the vast possi- 
bility for its successful and profitable 
operation. 

& 


AGRICULTURE 


GRICULTURE always has been 

the one great industry of Egypt 
and bids fair to continue so. The Valley 
of the Nile was the granary of the Ro- 
man Empire. Cotton has been raised in 
Egypt from the earliest times, 434-424 
B. C. Herodotus and Strabo both men- 
tion it, and Pliny, 23-79 A. D., at the 
beginning of the Christian era, wrote 
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that a plant named xylon (wood) grew 
in the country, having nuts with beards, 
from which costumes for the priests 
were made. 

In 1822 is recorded that 541 bags of 
cotton were raised— 


POUNDS 


In 1844 the cotton crop was.... 15,336,300 
In 1855 the cotton crop was.... 52,688,600 
In 1861 the cotton crop was... .250,700,000 
In 1890 the cotton crop was... .320,000,000 
In 1907 the cotton crop was... .723,400,000 


In 1911 the cotton crop was. ...*760,000,000 
*The record one. 


Sugar also dates as far back as the 
beginning of the eighteenth century and 
we find that Ismail Pasha, the Khedive 
of Egypt, in 1863 planted 100 squares 
miles of his enormous private estate 
with sugar cane and built twenty-nine 
sugar refineries. On the other hand, 
the French financial-political scandal, 
some ten years ago, in connection with 
the Sucreries Rafineries d’Egypte’s 
stock, listed in the Paris Bourse, and the 
loss of a few hundred millions of dollars 
is proof of a big sugar industry in 
Egypt. 

Onions, rice, cigarettes, coffee, gum 
Arabic, ivory and skins have likewise 
for a very long period been a most im- 
portant element of the Egyptian agricul- 
ture and commerce. 


& 


IRRIGATION 


HE extensive system of irrigation 

canals was started by Mehemet Ali. 
Ismail Pasha, in 1863, built the most 
important one, the Ibrahemieh canal, 
180 miles in length. The Assuan reser- 
voir was finished in 1912. In 1881 a 
decree of Tewfik Pasha, Khedive of 


Egypt, authorized the establishment of 
the Societé Anonyme de Behera which 
from the very beginning dredges irriga- 
tion and drainage canals at the rate of 
about 1,000,000 cubic metres per annum 
with its fleet of dredgers and by hand. 
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BANKING 


"THE original example of banking in 
Egypt is found in the scheme of 
Alexanian in 1848, who failed because 
the interest on money offended the in- 
terpretation by the Ulema (professors 
of law and religion) of the paragraph on 
Integrity and Honesty in the Koran. 

In 1856 permission was granted by 
the Khedive to promote the Bank of 
Egypt, Limited, with capital subscribed 
in England. In 1863-1879 the high 
rates of discount, thirty and forty per 
cent. on treasury notes and foreign ex- 
change bills, attracted European banks 
to establish branches there. The Anglo- 
Egyptian Bank, Ltd., with headauarters 
in London, was nromoted in 1864; the 
Imperial Ottoman Bank, the Credit Ly- 
onnais of France, and the Banco di 
Roma established branches in Alexan- 
dria and Cairo. 

In 1884 The Crédit Foncier Egyptién 
was incorporated in Cairo. In 1894 an 
unusual activity in the incorporation of 
various societies began. The reason for 
this was the English-French agreement 
of April 8, 1894, which secured to Eng- 
land its occupation of Egypt for many 
years to come, and the rise of cotton 
prices. Foreign capital found ready op- 
portunities for entering the country and 
this led to the formation of the Societé 
Générale Egyptiénne, Agricultural Bank 
of Egypt, Land Bank of Egypt, Crédit 
Franco Egyptién, Comptoir Financier 
et Commercial d’Egypte, Cassa di Scon- 
to e di Risparmio, etc., etc., also 
branches of the following European so- 
tieties: Comptoir National d’Escompte 
(French), Deutsche Orient Bank (Ger- 
man), Bank of Athens (Greek), Banque 
d’Orient (Greek), Bank of Salonica 
(Greek), Ionian Bank, Ltd. (Anglo 
Greek), Bank of Mytilene (Greek), and 
the most important of all, The National 
Bank of Egypt, was established June 
25, 1898. 

The financial disturbances since the 
panic of 1907, which menaced the finan- 
cial situation in Egypt, had their origin 
very largely in the competition between 
the banks and private bankers, who were 
accustomed to draw large amounts on 
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Redmond &Co. 


33 Pine Street 


New York 


Oriental Exchange Business 


We make arrangements whereby Banks 


and Bankers can 


issue as principals 


their own drafts against our account 
with the Russo-Asiatic Bank, Hong- 
kong, and branches in China and Japan. 


Correspondence is invited 


High Grade Investment Securities 
Members of the New York Stock Exchange 











their European correspondents without 
fairly considering the nature of the busi- 
ness for which these funds were to be 
used. 

It is always a mistake to suppose that 
a bank can do a successful business on 
its own capital alone. Both in Europe 
and America the banks operate with the 
people’s deposits and their capital, but 
in Egypt we find that the deposits are 
comparatively small, because of the very 
numerous and attractive opportunities 
for investment and the well-developed 
propensity for speculation. Exceptions 
to this condition are found in the Na- 
tional Bank of Egypt and the Crédit 
Lyonnais since these banks hold the 
large deposits of the Egyptian and 
Soudanese Governments, mixed tribu- 
nals, public debt, customs collections and 
of the very old and wealthy families. 
Among the other banks they are obliged 
to exchange cash credits and to discount 
three-month bills. Their business is di- 


vided into: (1) discounts of country bills 
for commercial purposes, aggregating 
small amounts and rates from seven to 
nine per cent.; (2) advances on securi- 
ties, in which some of the banks in- 
dulged to such an unreasonable extent 
that it led to excessive speculation, and 
was an important cause of the panic of 
1907, which resulted in the inability of 
Cassa di Sconto e di Risparmio, Bank 
of Egypt, Ltd., Bank of Athens, Zervu- 
dachi & Sons, and others, to fulfill their 
engagements (these banks were forced 
to suspend for a time); (3) buying of 
securities on marginal accounts; (4) ad- 
vances on merchandise, loans made on 
warehouse receipts for cotton, tobacco, 
ivory, wool, cereals, gum arabic, etc.; 
(5) exchange of foreign bills, which are 
very numerous, resulting from the enor- 
mous commerce with other countries, this 
being the most desirable method of ob- 
taining funds for moving the crops, the 
three months foreign bills of exchange. 
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If this money is then used for other 
purposes and the bills are renewed per- 
haps several times, the liability contin- 
ues far beyond the time when there was 
in hand the wherewithal to liquidate it. 

From 1864 there were no changes 
made in the banking business in Egypt 
and the old regime continued in force. 
Notwithstanding that agriculture always 
has been the one great industry of 
Egypt there is not a single bank which 
will help the farmer-cotton-merchant- 
banker* by discounting the notes, drafts 
and bills of exchange issued for agri- 
cultural purposes, having a maturity not 
exceeding six months, bearing two or 
three signatures, and properly indorsed, 
nor by accepting them as collateral on 
loans, thus leaving the farmer-cotton- 
merchant-banker to do a_ successful 
business on his own capital alone, lim- 
iting available and productive assets and 
impairing profits. Consequently we find 
the rate of interest in the agricultural 
districts for short time loans, not exceed- 
ing six months, rising unscrupulously 
from the legal rate of nine per cent. to 
seventy-five per cent. 

Practically all the banking business 
in Egypt is done during the cotton sea- 
son. After the commerce of cotton is 
finished, September to May, there is a 
period of lethargy and the banks then 
refund to their European correspondents 
or place their excess of capital in short 
time loans in Europe. 


*All the cotton 
farms and are 


merchants in 
agricultural bankers. 


Egypt own 
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Thus the exodus of gold balances its 
importation, which was needed for the 
moving of cotton crop, the most valued 
asset of the country, aggregating about 
two hundred million dollars. 

Under these circumstances, some 
study of Egyptian statistical conditions 
must be of interest and may possibly be 
of substantial advantage to our banks, 
our manufacturers, contractors and engi- 
neers. These statistics are based solely 
on Egyptian official documents (Minis- 
tere des Finances, Annuaire Statistique 
de l’Egypte, 1915). 


GENERAL INFORMATION 


The total area of Egypt, both of Egypt 
and the Egyptian Soudan is 1,250,000 square 
miles, of which only 12,800 square miles are 
cultivated. 

The climate varies from the sunny cotton 
fields of the Delta to the torrid zone, ex- 
tremely dry, healthful, in general, with an 
almost cloudless sky. 

The population after the census of 1907 
is 11,287,359 inhabitants. The two largest 
towns of Egypt had the following augmen- 
tation between the two censuses: 


Augmen- Per 


1897 1907 ~=—tation 1,000 
Se 570,062 654,476 84,414 13.9 
Alexandria ..319,766 370,009 50,243 14.6 


The foreign population is: 
Augmen- Per 


1897 1907 tation Cent. 
Greeks ....38,208 62,973 +24,765 -+65 
Italians ..... 24,454 34,926 +10,472 +43 
English ..... 19,563 20,653 + 1,090 + 6 
French ..... 14,172 14,591 + 419 +3 
Austrians . 7,115 7,704 + 589 +8 
Russians .... 3,192 2,410 — 782 —25 
Germans 1,281 1847 + 566 +44 
Spaniards ... 765 797 + 32 +4 
eer 472 637 + 165 +35 
Belgians 256 340 + 84 +33 
Hollanders 247 185 + 62 +25 


Among other 


Egyptian products may be 
mentioned: 


Cotton Sesame 
Wheat Gold 
Corn Nickel 
Barley Lead 
Rice Turquoise 
Durrah (maize) Spelter 
Sugar cane Peridots 
Egyptian clover Nitrate of Sonde 
Emeralds Phosphate 
Beans Oil 

Peas Copper 
Lentil Limestone 
Millet Coral 


Green and Red Porphyries and forests of 
Ebony, Gumacacia, Bamboo and Rubber. 
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AGRICULTURE 


2 development of the farming property had the following movement for the years 


1912, 1913 and 1914: 


Per Per Per 

1912 Owner 1913 Owner 1914 Owner 

Farmers, Egyptian ......... 1,478,039 ieee 1,548,519 * 1,555,503 inte’ 

WII, cc olarak ts ann -webu 4,772,232 3.23 4,770,250 3.08 4,763,088 3.06 
Farmers, cotton merchants, 

bankers—foreigners ....... 8,059 eens 7,791 oe 8,220 wae 

ENR ene ree 717,936 89.09 702,680 90.19 694,896 $4.53 

Total landowners ............ 1,486,098 ‘aes 1,556,310 ined 1,563,723 diag 

FNS gc kn xscceweces 5,490,163 3.70 5,472,930 3.52 5,457,984 3.49 


(1 Feddan is equivalent to 1.038 acres.) 


The areas under the chief crops in 1913 and their estimated yield are as follows: 


Feddans 
SE aiswatedkwentanrs 1,723,094 
Ss aig Se oe 1,305,578 
MEE 455ew ae wien ewan 369,158 
_ ee eee re 242,367 
IN sim riko tisk sale as tes 1,632,556 
Eee eer eee 220,204 
WE ao scSicntscetnnsana 48,468 

*Tons. 1 Feddan = 1.038 acres. 


1 Kantar = 98 pounds. 


Average for 


Per Preceding 

Kantars Feddan Years 

7,554,000 4.38 4.27 
Ardebs 

6,972,000 5.34 4.66 
2,078,000 5.63 5.20 
1,280,000 5.28 5.74 
10,350,000 6.34 6.85 
1,363,000 6.19 7.03 
*973 446.5 425.00 


1 Ardeb = 5.44 bushels. 


The cotton crop for the years 1910, 1911, 1912, 1913 and 1914 was as follows: 


Cotton Cotton Seed 
Years Feddans Kantars Ardebs Value ($) 
ee 1,643,000 7,505,000 5,456,000 177,245,000 
on, Sree 1,711,000 7,386,000 5,375,000 149,450,000 
Me 1,722,000 7,499,000 5,431,000 161,535,000 
a Me 1,723,000 7,664,000 5,222,000 169,095,000 
rere recs 1,755,000 6,878,000 5,746,000 148,575,000 


The fellaheen, or farmers, owners of 5 feddans or less, and their debt as per January 1, 


1914, was: 


Number of Area .. Their Per Per 
Owners Feddans Debt $ Debtor $ Feddan $ 
619,107 619,214 79,953,300 129.14 129.12 
i 


RAILWAYS, SUEZ CANAL, CANALS, 


HE railways of Egypt are: The State 

Railways, the Egyptian Delta Light 

Railways, Ltd.; Chemins de Fer de la 
Basse Egypte; and Fayoum Light Railways, 
Ltd. 


1913-4 1914-5 
Length Kilometres .. 4,398 4,638 
Locomotives ........ 797 809 
Passenger Cars ..... 1,405 1,460 
Freight Cars ........ 15,845 15,973 
Passengers. Carried. .39,652,000 32,310,000 
Freight Tons........ 5,984,000 4,559,000 
ree 21,155,000 17,330,000 
MR ok de ccsces 12,330,000 11,585,000 


DRAINAGE, ROADS, MINES, GOLD 


The Suez Canal has a length of 164 kilo- 
metres, 10.50 metres deep, 135 metres wide 
on the surface of the sea and 45 metres 
minimum width in the bottom of the sea. 
The amount of vessels that went through the 
canal was 5,372 for 1912, 5,085 for 1913 and 
4,802 for 1914. 

The canals in Egypt are very numerous, 
and they are divided in navigable of a length 
of 3,205 kilometres; non-navigable, for irri- 
gation purposes, of 21,291 kilometres, and 
for drainage, 5,926 kilometres. 

The roads in Egypt are divided into first- 
class of a total length of 985,000 kilometres 
and second class of a total length of 2,550,671 
kilometres. 
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The Mines in Egypt are very numerous, but there was no development until the last 
decade, and they had the following production: 


1910 1911 1912 1913 1914 
Se Serre rere 77,530 105,345 103,120 95,760 127,125 
EE MD 5 asnieibaded ewes es ave ae 80 none 233 
BE ME wn tiedesecaateee'ys ne oon 1,543 3,995 2,493 
BGR BORG cise censessccses or pated 1,967 3,160 2,416 
POEES TES ois so viccicccees 109.5 49.5 68.5 
Nitrate of Soude, Tons...... eet aaa 4,935 4,740 3,370 
a a eee ere re 2,397 6,425 69,958 101,311 70,964 
| rer rere oie se 3,391 27,522 12,586 98,110 
The gold movement for the following five 012,700, the interest and sinking fund, $17,- 
years was: 760,000. 
, : The following table shows the amount of 
Imports Exports Remainder Egyptian Public Debt at the nominal value 


1909-10 $40,580,000 $36,575,000+$4,005,000 of the securities outstanding at the end of 
1910-11 65,430,000  40,620,000-+24,810,000 each year from 1910 to 1915. These securi- 
1911-12 40,845,000  35,355,000-+ 5,490,000 ties are listed on the London Stock Ex- 
1912-13 46,080,000  47,770,000— 1,690,000 change and Paris, Alexandria and Cairo 
1913-14 52,900,000  44,215,000+ 8,685,000 Bourses: 


eR a eee £94,972,200 $474,861,000 
FINANCIAL EGYP1 | eben 94,621,660 473,108,300 
HE Egyptian Public Devt is known by 1912 ........ 94,349,680 471,748,400 
dl : “a ree 94,202,540 471,012,700 

the names of the different loans, viz.: 
Iniff Dsieitin . are 94,144,640 470,723,200 
Unified, Privileged, Guaranteed, Do- 9 94,028,840 470,144,200 

mains and of Rairah Sanieh. 1915 ........ 028, 0,144, 

In 1912 the outstanding capital was $471,- A stock to the extent of £5,459,920, or 


748,400, the interest and sinking fund, $17,- $27,299,600, is held by the Commissioners 
760,000; the amount paid off was $735,700. and the Government and its interest is £200,- 
In 1913 the outstanding capital was $471,- 000, or $1,000,000. 


GOVERNMENT RECEIPTS AND EXPENDITURE 


HE receipt ordinary and extraordinary and the expenditure ordinary, special and 
extraordinary of the Egyption Government for the years 1909 to 1913 were as follows: 








Receipts, ordinary — Expenditure — 
and Extraordinary Ordinary Special and Extraordinary Total 
Be dwesiceeds $79,436,565 $67,842,140 $16,657,935 $84,500,075 
Me  se0adsiws $1,688,335 69,249,250 15,491,160 84,740,410 
eee 85,885,535 70,689,010 14,697,025 85,386,035 
a ne 89,241,760 74,112,040 13,736,105 87,848,145 
Pe cesavanns 88,519,490 74,419,645 13,880,160 $8,299,805 


TRADE 
GYPTIAN exports in the year 1913 were 158,310,000 dollars as against 172,871,500 


dollars in 1912. 
Egyptian imports during 1913 were 139,325,975 dollars, as against 129,538,795 dollars 


in 1912. 
The following tables show the imports and exports with the principal countries for 


the years 1912 and 1913: 











———= 1919 ——__—___ — 1913 - 

Exports Imports Exports Imports 
United Kingdom ........... $80,793,260 $47,792,005 $68,854,670 $52,409,800 
Ce MR cca cue ne wcawawe 20,604,475 2,017,640 12,424,525 2,625,800 
OO Ae eee 19,429,685 7,105,900 20,331,435 8,044,405 
EE os cce cneeeuaanwekeem 13,534,875 12,057,125 13,936,215 12,656,540 
DL inch ahmaemheumwmketa ee 10,281,510 sane 11,208,505 sivas 
Austria-Hungary ........... 7,155,167 8,399,155 8,784,965 9,702,560 
WIE ccc ccccccccccssessces ain 13,768,615 ae 13,619,490 
PE <c600ksseesee nes 5,044,480 cia 5,061,085 pau 
Italy ...cccccccccceccccceees 4,744,445 6,213,645 5,062,970 7,365,165 
. cnnknnmarwennins Sed 3,454,415 eens 5,457,535 
Belgium ...........-eeseeees 5,513,555 eo 5,889,990 
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EGYPTIAN SECURITIES 
si of the Egyptian securities excluding the Government securities, are: 


Hypornecary Crepir Corporations 














Capital 

Stocks and Bonds Surplus 1914 Protits 
Agricultural Bank of Egypt.......... $ 50,261,250 $ 6,546,475 $1,164,150 
Banque Hypothecaire Franco Egyptien 723,280 3,590 21,700 
Caisse Auxilaire Fonciére.............. 96,440 $2,715 10,610 
Caisse Hypothecaire d’Egypte.......... 9,702,675 391,580 58,550 
Credit Foncier Egyptien.............. 163,770,820 13,382,735 2,237,930 
Credit Foncier d’Orient............... 6,991,720 7,820 28,930 

Credit Hypothecaire Agricole A Urban 
DN vreeccskcisneceqessnes esse 2,526,800 15,215 Tor 
Egyptiche Hypotheken Bank........... 609,375 155,070 24,375 
Land and Mortgage Company.......... 2,410,690 371,800 65,815 
Lame Beams G6 BP. .o.ccccccsvcsccccs 23,882,735 488,925 441,185 
Mortgage Company of Egypt.......... 17,062,500 283,645 341,250 
MC enshudcudsssexndiescsaass $278,038,285 $21,699,570 $4,394,495 

Banks 

Capital Surplus 1914 Profits 
Anglo-Egyptian Bank Ltd................ $ 2,437,500 $ 3,666,000 $ 365,625 
DOE GE BRGIIER, 6 occ ccscccosccocccvses 609,375 43,110 ones 
Banque Frangaise d’Egypte............... 994,490 333,755 56,970 
Cassa di Sconto et di Risparmio........... 1,838,310 9,620 83,625 
Credit Franco-Egyptien .............+.++: 2,410,940 ae - — —t—“ié«C in 
National Bank of Bagypt ......0ccccscccee 14,625,000 7,520,435 1,096,875 
WE adev ase sassiiwersdindessaat $22,915,615 $11,931,730 $1,603,095 


Financia Corporations 


Eight corporations with an aggregate capital of $5,422,09; surplus, $194,720, and profits 
in 1914 of $101,900. Four of these companies are in dissolution. 


Rurat Societies 


Out of sixteen rural corporations, nine are in dissolution, the authorized capital of the 
sixteen companies was $40,052,325, with a surplus of $4,429,530, and the profits of the sur- 
viving companies for 1914 were $785,695. 


Rear Estate Companies 


Out of twenty-one real estate companies there are twelve in dissolution. The author- 
ized capital of all these companies was $17,008,440. The remaining have a surplus of 
£836,830, and their profits in 1914 were $219,705. 


Rurat anp Reat Estate Companies 


Twelve out of fifteen of the above companies are in dissolution. The total authorized 
capital was $26,174,950; the surplus of the surviving companies is $807,620, and their profits 
for 1914, $166,990. 


RaILRoaps 
Capital Surplus 1914 Profits 
Alexandria-Ramleh Railways Co., Ltd...... $1,125,150 $786,745 $171,385 
Egyptian Delta Light Railways Co., Ltd... 8,939,190 900,105 253,690 
Fayoum Light Railways Co. .............. 1,002,415 ee >) = ©. {eee 
Société Anonyme des Chemins de Fer de la 
Basse Egypte .......---sscecceecccceees 1,897,890 263,465 60,945 
Société Anon des Chemins de Fer Keneh 
REE 5.062 h6 6b dO bh 04S SRDS NOADSE SHO 2,579,850 4,575 28,875 
Société des Automobiles et des Omnibus du 
CN ie iutbswsnbsmecss sbeesdawes 450,000 61,090 18,000 
Tramways d’Alexandrie ............++++++ 3,338,860 $5,685 129,800 
Tramways de Calre .......cccccececccseses 5,147,160 761,255 545,835 


ON oi hin sicden comddodcnwenc babel $24,480,515 $2,869,305 $1,208,530 
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Canats 

Capital Surplus 1914 Profits 

Compagnie Universelle du Canal Maritime 
CNN, aa 64s ie 0nd od 206 a 0004e-<.4.5-44.05' eee $22,572,010 $15,839,175 
Menzaleh Canal & Navigation Co........... 437,200 ee ————«SC ca 
$71,722,855 $22,588,345 $15,839,175 

S. S. Companies 

Capital Surplus 1914 Profits 
Compagnie des Bateux Omnibus...... ..... $ 75,000 $ 39,270 $ 4,925 
Egypt and Levant S. S. Co., Ltd.......... 946,360 49,510 106,195 
Hamburg & Anglo-American Nile Co...... 682,500 93,405 34,125 
Khedivial Mail S. S. & Graving Dock Co... 2,036,875 184,615 131,580 
MEE abibdeaer Kita casaw ees seeewen eels $3,740,735 $ 366,800 $ 276,825 


Water ComMpPaANIEs 














Capital Surplus 1914 Profits 

Alexen@via Water Ca, Ltd... cc ccccccccces $2,925,000 $ 512,350 $ 372,940 
Société Anonyme des Eaux de Tantah... .. 313,705 41,590 17,075 
Société Anonyme des Eaux de Caire........ 2,606,875 280,445 687,230 
MEE. SSN Oke 4S seer seweddussereewees $5,845,580 $ 834,385 $1,077,245 

TrriGaTion CoMPANIES 

Capital Surplus 1914 Profits 

Société Anonyme d’Irrigation de Baliana... $ -195,000 $ 52,165 $ 19,500 
Société Egyptienne d’Irrigation ........... 521,135 24,760 94,685 
Upper Egypt Irrigation Company ......... 1,596,625 ———- i sees 
BE nih di yadianteseeecumeasicaneen $2,312,760 $ 118,350 $ 114,185 


GINNING, Presstinc AND REFINERIES 


There are eight corporations with an aggregate capital of $23,381,770; surplus, $1,117,- 


875, and profits in 1914, $327,040. 


ComMMERCIAL CORPORATIONS 


Ten corporations with an authorized captial of $4,724,690; surplus, $1,517,220, and 


profits in 1914, $418,080. 


Horet Companies 


There are seven hotel companies of an authorized capital of $8,472,405; surplus, $844,- 


590, and profits in 1914, $152,200. 


MINES 


Two corporations of an aggregate capital of $1,753,930; surplus, $1,370, and profits in 


1914, $12,395. 


Bor.prnes, INpustriats, Etc. 


Thirty-two corporations of an authorized capital of $30,666,320; surplus of $2,278,560, 


and profits in 1914, $767,460. 


Twenty-five of these corporations are in dissolution. 


A grand total of one hundred and sixty-one corporations with an aggregate capital of 
$566,713,270; surplus, $72,446,800, and profits in 1914 of $27,465,015. 


It may be doubted whether any other 
nation is, by wealth and training, nearly 
as well qualified as the American to as- 
sist the Egyptian people in the work 
that lies before them. 

The withdrawal of the German banks 
and German commercial and industrial 
corporations that before the war were 
a menace of accaparation to the inter- 
national commerce and industry in 


Egypt, and the liquidation of the dis- 
integrating forces and unfavorable con- 
ditions which undermined the financial 
situation in Egypt since the panic of 
1907, leave an exceedingly sound finan- 
cial situation in Egypt and the field free 
and clear, with ripe conditions for the 
institution there of an_ international 
banking and holding corporation which 
not only will enter the banking field by 
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assisting the farmer-cotton-merchant- 
banker, but also will finance public util- 
ity corporations, viz., the existing and 
untouched water power of the Nile, the 
furnishing of electricity, power, light, 


Guatemala: 


water and maritime and Nile transpor- 
tation, etc. 


[ Mr. Zaldari’s next article will be de- 
voted to Greece. ] 


& 


Its Commercial and Financial 


Possibilities 
By John Clausen 


Manager Foreign Department, The Crocker National Bank of San Francisco 


desire throughout the country 

that our foreign trade be fos- 
tered in every direction, and the present 
affords a most favorable opportunity in 
that respect, with the reasonable cer- 
tainty that trade in an unprecedented 
manner can be promoted, provided 
proper and wise application is exercised. 
The more we increase our trade the 
greater will be the prosperity of our 
country! 

Manufacturers are beginning to real- 
ize that the most aggressive competitors 
are not their fellow countrymen engaged 
in international trade, but rather the 
powerful combination of merchants in 
other countries. While we therefore 
now have first place in the field of com- 
mercial expansion, when the war is over 
exactly the same opportunities wil! 
again be open to our contemporaries in 
Europe and those of other nations 
who will not be tardy in the endeavor to 
regain markets lost during their en- 
forced activity. 

Competition, however, in itself is de- 
sirable when directed by wide knowl- 
edge and trained intelligence. The 
United States now has more wealth and 
productive power than any country in 
the world and if we can acquire the 
necessary courage and breadth of view 
to use this advantage by wise invest- 
ment in international markets, there is 
every reason that success should follow 
our foreign trade expansion. 

4 


"Tacsize is the greatest possible 


Quite apart from the attraction of 
capital to the building of roads, railway 
construction and development of hydro- 
electric power, manufactured goods 
from here are likely to meet with the 
greatest demand if proper methods are 
adopted for encouraging and making 
such investments beyond our borders. 
We need the suggestion for a real prac- 
tical way of bringing our manufacturers 
and merchants to recognize and act 
upon the statement that efficiency in 
labor, machinery and otherwise are the 
greatest secrets of all economic pros- 
perity. 

Latin America offers promising mar- 
kets tewards opening fresh fields for 
commercial expansion on account of its 
rich natural resources. Never since our 
Sister Republics severed the political 
ties that bound them to their mother- 
land has there been such an opportu- 
nity for the American people to widen 
the scope of their financial and commer- 
cial ties with that part of the new 
world. 

The present commercial and financial 
inactivity of the Republics to the south, 
brought about by the gradual retire- 
ment of available capital so readily se- 
cured in former years from Great Brit- 
ain, Germany and France—has proven a 
serious matter to these friends, whose 
ability for development of their natural 
resources is so vital an issue to the na- 
tional prosperity. 

Central America forms a separate 
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unit and comprises the five Republics 
lying between Mexico and Panama, viz.: 
Guatemala, Salvador, Honduras, Nica- 
ragua and Costa Rica, with a combined 
area of 174,000 square miles and a 
population of about 51% million inhab- 
itants. 

The Republic of Guatemala—situated 
east of Mexico—covers an area of about 
50,000 square miles, with an estimated 
population of 2,120,000 inhabitants— 
the largest of any Central American 
country—of which 125,000 reside in the 
capital, Guatemala City. The name 
“Guatemala” is probably of Aztec ori- 
gin and is said to mean “Land of the 
Eagle.” The bulk of its people are 
located in that half of the republic bor- 
dering on the Pacific with few settle- 
ments on the north or on the Atlantic 
side. Its mountain ranges, with very 
little exception, give the country an ele- 
vation of from 4,000 to 11,500 feet. 
The Pacific slope is very fertile and 
produces large crops of coffee, corn and 
sugar; while on the Atlantic side there 
is found very little agricultural wealth 
except from the cultivation of bananas 
in the lowlands and near the coast. The 
production of coffee, however, is the 
principal money crop of the country— 
moved largely upon funds that have 
been advanced for that purpose—and to 
its marketing therefore depends much 
of the prosperity of the republic. 

It is one of the most beautiful coun- 
tries in Central America, with riches in- 
calculable. Close observers, travelers 
and investors have been so impressed 
with its great potential richness as to 
prompt the unique saying, “If you 
tickle the ground with a hoe, it smiles 
back with a yam.” 

The guiding force of Guatemala is 
its President, Manuel Estrada Cabrera, 
who was born in Quezaltengo, Guatema- 
la, on the 21st day of November, 1857, 
succeeding General Reina Barrios dur- 
ing the tragic events of February, 1898. 
He was later elected Constitutional 
Chief Executive of Guatemala on Oc- 
tober 20, 1898, since which date that 
masterly hand has guided the republic 
through peaceful years to the shores of 
prosperity, which cannot fail to have 
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beneficial effects on its future develop- 
ment. 

Guatemala has a good system of pri- 
mary education, supported by the Gov- 
ernment with some 2,000 public schools 
and a university for the study of liberal 
professions. It is of interest here to 
make mention that English is compul- 
sory and proficiency in that language is 
recognized as a prerequisite to the de- 
gree of bachelor of arts. 

According to the report of the Secre- 
tary of Finance of the Government of 
Guatemala, made under date of - April 
14, 1915, its debt amounted to $13,304,_ 
759.79 United States gold, made up as 
below: 


English debt. .$11,785,314.39 
Internal debt.. 1,519,445.40 


Their external obligation consists of 
what is called the English debt of four 
per cent., which was not contracted by 
the present administration, but dates 
back from the time when all Central 
America was one federation of repub- 
lics, or in other words, since the inde- 
pendence of Guatemala, which was es- 
tablished in the vear 1821. 

Upon the breaking up of the Federa- 
tion three-fourths of this obligation fell 
to Guatemala, while the remainder but 
one-fourth was allotted to the other four 
republics. Subsequent administrations 
increased the debt by additional loans 
and delinquent interest, until it reached 
the aforementioned figure. No new 
foreign loans have been contracted by 
the present government, although it is 
learned that negotiations have recently 
been opened towards the placing of an 
additional $3,000,000. United States 
gold for municipal improvements in the 
City of Guatemala. 

Only during the last few years has 
Guatemala effected a material settle- 
ment with its English creditors in re- 
suming payment of interest and it may 
be pertinent to here give the particulars 
of that debt as also other obligations 
which the government has contracted 

The Decree of August 7, 1895, recog- 
nized the: 
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£ 1,600,000. 


POR Le eee Tee ee PoE eT Or ee Te ee ee ree 
RATER. DUM ao ooo ce oven ca ccciee ss 1ncek0esbser erat anesessces 117,200. 
DE SORES OR Fae BE, WO nso cass cc ceiver ddivcsnsipeewsacevac ded £ 1,482,800. 


To which was added interest in default from December 30, 1898, to June 30, 


ee ek Err T TTT TTT Tener rr er re rrr Tr re eri tree 29,660. 


£ 1,512,460. 





RE BOM 6 voc kre casas a emnrnned orcad ee ne be keeeeuanenneenes 
To which is added interest in default on £1,482,800 from July 1, 1899, to June 
90, 1913, i. e., thirteen years, at four per cent... .... 2... ccccccccscccscces 830,368. 
Also interest in default on £29,660 from July 1, 1901, to June 30, 1913, i. e., 
SUITE PORES AE SOU POT COU oak asc 50 600 b000s ssa eeeeeseneeriveesa's 14,234,17.7 
Showing a total indebtedness at present of.............0:seeeceeeeeees £2,357,062.17.T 





The floating or internal debt constitutes: 


1. “Bonos Del Ferrocarrill Del Norte” bonds of the Northern Railway. 


lation to March 17, 1906; and 
2. Internal debt. 


Ferrocarril Del Norte: 


Total debt expressed in Guatemalan paper money................% 4,996,991.00 


Internal debt: 
Bonds in circulation 
Fractional bonds issued 
Interest in default 


The report also shows an open obli- 
gation of the “Ferro-Carril Central’”— 
Central Railways of Guatemala—and 
this account appears made up as fol- 
lows: 


In circu- 


In circulation to April 8, 1910. 


5 2,513,900.00 
2,483,091.00 


: dve mes va aha ae Bie anita $ 3,667,000.00 
7,286.08 
7,174,053.00 


annually for interest, which are con- 
veniently cared for, as the republic has 
a favorable trade balance of approxi- 
mately $3,500,000 United States gold 
and a net internal revenue of $1,000,- 


Be OO ECE, TO eee 
Interest at six per cent. from September 15, 1898 to December 31, 1914. 288,096.60 
Total debt expressed in United States gold................cccccccccces $ 584,799.60 


Recapitulation of obligations converted into United States gold dollars: 


English debt, £2,357,062.17.7 ...........06- 
Internal debt, $15,845,330.08 G/M 


Internal gold debt 


Total debt expressed in United States gold 


To this latter amount may be added 
an obligation of $117,853,635.29 Guate- 
malan paper money, which appears to be 
owing the banks of issue for advances, 
which, while an obligation, can readily 
be liquidated when considering that at 
prevailing rates of exchange it takes but . 
five cents United States currency to pur- 
chase one peso of Guatemalan paper 
money. 

The services of the English debt re- 

uire only $300,000 United States gold 


LPOG Seed wdagetebaepeeeaeaTes $11,785,314.39 


934,645.80 
584,799.60 


ee ee eee $13,304,759.79 


000 to $2,000,000 United States gold 
In naming these figures, however, it 
must necessarily be taken into consider- 
ation that the European war, together 
with prvailing inadequate transporta- 
tion facilities will tend to decrease the 
Government revenues as also customs 
taxes, which have been stated represents 
the larger portion of their income. The 
internal indebtedness which amounts 
to approximately $8,000,000 United 
States gold, has been found difficult to 
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liquidate with the result of constantly 
increasing the obligation by delinquent 
interest payments. 

The English loan, however, in spite 
of the expenditure of large sums on pub- 
lic works and charitable institutions of 
the country, has received its interest in 
advance and this feature is being very 
favorably commented upon by British 
capitalists. These bonds have been 
quoted during the greater part of the 
year at 40 to 41, netting the holders 
nearly ten per cent. per annum. 

Unlike many other Latin-American 
republics the municipalities of Guate- 
mala have no bonded indebtedness and 
their temporary advances from local 
banks are automatically repaid from 
taxation. With the promulgation of a 
Decree, the Government entered into an 
agreement with the banks to provide for 
mutual obligations, giving the country a 
medium of circulation in paper money— 
guaranteed by the banks and in a meas- 
ure by the Government alike. This cur- 
rency has for many years been on a de- 
preciated basis—inconvertible on ac- 
count of no specie upholding its value— 
and it is estimated that the total amount 
outstanding at the present time is ap- 
proximately $100,000,000 pesos, the 
further issue of which, however, is be- 
ing discouraged and may tend in this 
way to maintain a rating without too 
wide a range of valuation. 

While the external transactions of 
Guatemala are liquidated in gold and 
the duties in part imposed on that ba- 
sis, the actual currency of the country 
consists of notes—theoretically payable 
in silver but not so redeemed—issued 
by the following six banks: 





Banco Internacional de Guatemala. 
Banco Colombiano. 

Banco de Guatemala. 

Banco Agricola Hipotecario. 
Banco Americano de Guatemala. 
Banco de Occidente. 


Authorities affirm that it would take 
approximately $12,000,000 in gold to 
place and maintain the country on a 
gold basis. 

Supply and demand alone regulate not 


only the value of the currency, but also 
the rate of exchanges. What chances 
there may be for converting the paper 
money now in circulation into specie 
bills depends wholly upon the desire of 
the government to effect a suitable cur- 
rency reform. 

Among the measures taken to meet 
these economic difficulties stands the 
decree of recent date which authorizes 
the coinage and circulation of $2,000,- 
000 G/M in copper coins of 25 and 
1214 centavos to stabilize the medium 
of circulation and facilitate business 
transactions. To prevent these coins 
from being shipped out of the country 
—as has been the case with former 
metal coinage—a restrictive measure 
has been placed in effect prohibiting the 
export of copper, aluminum, zinc and 
other alloys. 

The fiscal requirements in providing 
for good government in the republic and 
economic developments on the other 
hand, encourage the belief that if in- 
stead of gold the silver standard be 
adopted, Guatemala’s interest would be 
better served, although the rise and fall 
in value of the white metal may create 
uncertain consequences, and for one 
reason or another the necessity . of 
changing the monetary system has not 
heretofore made itself vitally felt with 
the government. Inconvertible pa- 
per money may even enlist energetic 
supporters, especially among coffee 
growers and producers in general who 
find it profitable to pay their laborers 
in paper money and receive gold for 
their exports. 

In the face of these arguments, how- 
ever, we must not lose sight of the fact 
that many disadvantages which result 
from the depreciated paper peso neces- 
sarily affect Guatemala in its foreign 
commerce as in domestic transactions, 
by making dearer all articles of con- 
sumption and so encouraging the im- 
portation of poorer grades of food and 
necessities of life. This likewise ap- 
plies to the importation of machinery 
necessary in agriculture and other in- 
dustries, and in no small measure to the 
increased burden of the taxpayer to 
pay for the government purchases and 
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services in foreign countries which are 
made in the equivalent of gold. 

It must be remembered that in re- 
forms of a monetary character the ex- 
change depends on the balance of trade 
rather than the economic balance. The 
relation of gold and silver with incon- 
vertible paper money cannot always be 
arranged by legislative act. 

Guatemala has only one means of go- 
ing over to a gold or silver standard 
and that is to cultivate its own indus- 
tries, extending principally its agri- 
cultural development. This cannot be 
the work of a day. Other nations were 
years and years accomplishing this end. 

A change to a metal standard would 
undoubtedly prove of great benefit to 
commerce. On the other hand agricul- 
ture might suffer thereby and it may 
perhaps be wiser to establish a system 
where the paper peso would be given 
the value of 50 cents gold guaranteed 
by a commensurate deposit of like metal 
which would no doubt lend stability to 
foreign exchanges as well. 

There is said to be about $750,000 
in the United States gold in the re- 
public and approximately 100 to 110 
million pesos of Guatemalan paper 
money in circulation. 

A few observations may not be amiss 
in relation to government finances and 
the figures to follow may prove con- 
vincing in that respect: 

The yield of the public revenue in 
1915 was $85,007,704.74 G/P pesos, 
as against $82,399,924.55 G/P pesos in 
1914. 

The public expenditures for 1915 
were $67,841,283.64 G/P pesos, which 
exceeded the amount estimated by $7,- 
778,643.65 G/P pesos. 

The total value of trade in 1915 was 
$16,639,061.99 gold, as against $22,- 
085,141.48 gold in 1914. On the other 
hand between the imports amounting to 
$5,072,473.03 gold and exports aggre- 
gating $11,566,585.96 gold, there was 
left a favorable trade balance for 
Guatemala of $6,494,109.93 gold. 

Two causes especially affect Central 
American trade and finance, the loss 
of the usual markets in Europe and 
the inadequacy of transportation facili- 


ties. The Republic of Guatemala in 
particular lost its normal outlet for 
coffee, the largest of its export com- 
modities. 

A very cordial feeling has been de- 
veloped in Guatemala towards the 
United States, and while a good portion 
of their imports originate in this coun- 
try, a much larger percentage of busi- 
ness transactions should be exploited as 
a result of the favorable opportunities 
at present. To make our appeals for- 
cible it becomes necessary to invest more 
capital in the republic, to extend more 
liberal credits, to improve banking fa- 
cilities for export trade and to make 
more direct and personal efforts in their 
markets. At present they need finan- 
cial assistance and shipping facilities 
perhaps more than other Latin-Ameri- 
can countries. It is essential for the 
maintenance of the foreign purchasing 
power of Guatemala to lend help in de- 
veloping and marketing their products 
abroad. 

The comparative tables which follow 
show the importance of our trade rela- 
tious with that republic: 


Exports from Guatemala to: 


EY 5.03559 sn000 see $ 5,412,580.30 
ear ee 4,874,379.19 
MEE Nvsdwsnnsenstenaees 1,476,706.48 
WUE 664 S055 s40ss%sadense 34,185.75 


$11,797,841.72 


Other countries ............. 956,184.89 
*$12,754,026.61 

Exportation through: 
sere $ 5,219,870.13 
SNNOED ac suseccecseses 2,881,069.08 
Ee Sere 2,259,441.82 


2,393,645.58 


*$12,754,026.61 
*United States gold. 


The great rise in freights has mate- 
rially hampered exports and to consider 
only the rates on coffee from the Pacific 
Coast it may be stated that they in- 
creased from $23.75 to $50.00 per ton, 
while the enhancement on the Atlantic 
coast was even heavier. 

The charges levied on imported 
goods other than customs duties in 
Guatemala are negligible in comparison 
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with the supplementary fees imposed in 
other Latin-American countries. 


Imports into Guatemala from: 


oo SS Ferrer rr ee $ 4,879,200.04 
RIOT occ cc vecnsescsces 1,842,738.04 
Re ee ree 1,389,645.00 


317,631.11 


221,462.55 


France 
Japan and China ........... 


$ 8,650,676.74 
680,438.13 


*$ 9,331,114.87 


Other countries 


Importations through: 
a ere $ 5,392,207.64 
San Jose 980,010.40 
ne eee 690,600.28 
og: rere ree tie 286,024.78 
$ 7,348,843.10 
Se er 1,982,271.77 


*$ 9,331,114.87 





*United States gold. 


Reciprocity with any country bears 
but little weight unless it is supported 
by an efficient transportation system. 
To-day ships are the real masters of 
foreign trade and contribute most pow- 
erfully to the progress and prosperity 
of a country, which point cannot be too 
strongly emphasized. 

On January 19, 1908, the first loco- 
motive from the Atlantic shore reached 
the capital of Guatemala, since which 
date rail transportation has steadily ad- 
vanced, with the result that there are 
at present about five hundred miles of 
railway in the republic. The system 
includes a transcontinental line from 
San Jose on the Pacific Coast to Puerto 
Barrios on the Atlantic, considered the 
best-built railway of any of the Central 
American lines with the possible excep- 
tion of the Panama Railway. The At- 
lantic side of the republic is webbed 
with 200 miles of rail, 270 on the Pa- 
cific side and 30 for the interior. 

These roads are practically all owned 
by American interests and represent in 
a measure the only investment in that 
republic of North American capital. 
German and English investments pre- 
dominate in all other undertakings, 
principally that of coffee growing. 

To develop mining the government 
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has granted the privilege of free duty 
on machinery and other implements 
necessary for the exploitation of that 
industry. 

Ores of iron, lead, zinc, silver, lig- 
nite of very good quality, sulphur, and 
rock salt are found in abundance. Pros- 
pecting for petroleum has recently been 
undertaken and the opinion exists that 
the search will be successful. The 
greatest obstacle, however, to a rapid 
progress of these enterprises is capital 
to adequately exploit the vast mineral 
deposits. 

Grazing has also had considerable 
development, but there is little outgo of 
meat products, most of the cattle being 
consumed in the country with only the 
hides for export. There is much talk 
at present of developments in cattle 
raising and the government seems dis- 
posed to lend assistance to any proper 
venture of this kind. 

It seems easier for the Central 
American to live on the products of his 
own country than for most other people 
and this particularly is true of Guate- 
mala, which is primarily an agricultural 
country with comparatively little manu- 
facturing and scarcity of capital for its 
development. 

The efforts now being made to bring 
these people nearer to us, to understand 
more completely their respective points 
of view, their history, their literature, 
and to break down the barrier of lan- 
guage which heretofore has separated 
us in many ways, deserves the highest 
support. 

The Latin-American countries are, 
generally speaking, in the debtor class, 
with foreign investments sharply di- 
vided between loans to the government 
and those for industrial purposes, such 
as railroads, public service corpora- 
tions, transportation and exploitation of 
the soil. 

The attractiveness of such invest- 
ments is apparent, as they so often 
prove a solution of the most vital prob- 
lems with which we as a trading nation 
are confronted. While these statements 
are true of Latin-America in general, 
both foresight and good management 
are requisite in our dealings, particu- 
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larly with Central America. The pur- 
chasing power of these republics is re- 
stricted to the extent of their exports 
unless new capital is invested, and a 
factor of the greatest helpfulness in ce- 
menting our relations with them is 
therefore by the free investment of capi- 
tal. 


On the other hand, if our friends in 
Central America hope to secure from 
American bankers credit facilities to the 
extent that they believe their trade jus- 
tifies they must be equally willing to 
conform their opinions to new ideas and 
enthusiastically work for common prog- 
ress and development. 


& 


The Banker and Our Foreign Trade 


N an address by Edward N. Hurley, 

chairman of the Federal Tr: ade Com- 
mission, recently, the following views 
were set forth in regard to the banker 
and some of our business problems: 


& 


NE of the most significant factors 

in foreign trade is the banker. As 
the wonderful foreign -trade of Great 
Britain developed, British banks estab- 
lished branches and agencies all over 
the world. British foreign trade banks 
do business, for example, not only all 
over South America, the Orient, the 
East Indies and all along the coast of 
Africa, but far inland as well. There 
are branches of British banks 300 miles 
up the Niger, 800 miles up the Zambezi, 
and 1,000 miles up the Nile. When Ger- 
many began her “drive” for foreign 
trade she established her own banks in 
South America, Africa, the Orient, and 
the Levant. She understood the neces- 
sity of having her own banks in foreign 
markets if her importers and exporters 
were to finance their shipments as they 
wished, were to have the credit infor- 
mation needed, and were to extend the 
credits required. 

So far as the United States is con- 
cerned we are almost without foreign 
trade banks of our own. Only one bank 
has gone into this business on any ex- 
tensive scale and it has only begun. The 
total capital and reserves of the fifty- 
seven British overseas banks exceed 
$500,000,000. Excluding the Bank of 


England, these fifty-seven banks have a 
greater total capital and surplus than the 
fifty-six domestic banks of the United 
Kingdom with their 8,000 branches. On 
the other hand, although our domestic 
banks, loan and trust companies have a 
capital and surplus of $3,400,000,000, 
which equals all the domestic banks of 
all the rest of the world combined, the 
capital and surplus represented in our 
oversea banking is less than $7,000,090. 
And that condition exists in the face of 
the fact that our foreign trade is the 
second greatest in the world, is valued 
in billions of dollars, and calls for tre- 
mendous banking and financial transac- 
tions every day. This means that we 
are permitting our commercial rivals to 
do our foreign banking for us and to 
obtain the profits and commercial ad- 
vantages that naturally result. 

To establish foreign branch banks 
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and agencies, to place at the disposal of 
our exporters American financial facili- 
ties instead of compelling them to de- 
pend on British, German and French, 
to give the necessary information of for- 
eign credits, and to assist our exporters 
and importers to finance their transac- 
tions—all this is the province of the 
American banker. That is his part in 
the organization of American business 
so as to hold and extend our foreign 
trade. It is not merely a duty. It is an 
oprortunity. It means more business 
and more profits for our bank. For 
example, British and German foreign 
trade banks are well paid for carrying 
the credits of Latin American merchants 
and importers. British banks annually 
earn some commission or make some 
profit on every dollar of the nine bil- 
lion dollars’ worth of international bills 
drawn on London. 


& 


FOREIGN TRADE OPPORTUNI- 
TIES OF INLAND BANKERS 


THs is not merely the opportunity 

of the bankers of the coast cities. 
Inland bankers have their foreign trade 
opportunities, and you have yours right 
here in Ohio. In Cleveland, Cincinnati, 
Columbus, Toledo, Dayton, Springfield, 


Akron, Youngstown, Niles, Canton, 
Newark, Marion, Shelby, Mansfield, 
Hamilton and other Ohio cities overseas 
trade is growing rapidly and export 
shipments are made constantly. Fur- 
thermore, Ohio merchants and manufac- 
turers import millions of dollars worth 
of commodities every year. I presume 
that Akron alone buys one-fourth of all 
the crude rubber of the world. All these 
transactions involve the services of 
bankers. In short, gentlemen, foreign 
trade banking business that you ought 
to handle passes your doors every day 
on its way to New York or London. 
This war has thrown the spotlight on 
the opportunity; the Government has 
opened the door; it is now up to you. 


& 


THE BANKER AND MORE EFFI- 
CIENT DOMESTIC BUSINESS 


[ “PoRTANT as our foreign trade is 

to us, our domestic business is far 
more important, and I am deeply desir- 
ous of seeing it placed on the footing 
of efficiency that we must attain. You 
may say that this is the problem of the 
manufacturer and the merchant, not of 
the banker, but, gentlemen, as I see it, 
you bear a heavy part of the responsi- 
bility for that problem and you must do 
your part in its solution. 


Financial Matters in the Argentine 


CCORDING to “La Nacién” of 

Buenos Aires, it was only to 
be expected that the depositors of 
the Banco de la Nacién would take 
advantage of the opportunity of 
doubling their interest by taking 
up bonds of the internal debt, par- 
ticularly when one remembers that 
special facilities are afforded and the 
bonds themselves available as security 
for loans without the necessity for liqui- 
dating them on the Bolsa. Moreover, 
says “La Nacién,’ the report of the 
manager of the bank goes to show that 


the Government will be able to place the 
necessary amount; which is just where 
the bank and the Government will have 
to proceed with caution and tact if an 
undue mass of deposits is not to be 
turned into bonds of the public debt and 
thus used to bolster up an abuse of cred- 
it such as is already observable in the 
many and important operations already 
weighing on the ordinary resources of 
the budget. In the very facility of the 
operation lies its greatest danger. 
Limited for the present to $25,000,- 
000, “La Nacién” fears that the Gov- 
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ernment will be tempted to dip further 
into this facile source of supply. Due 
care must be had to the possible manip- 
ulations of speculators, quick to real- 
ize the advantages to be won out of the 
new facilities. Such speculation would 
be doubly dangerous in that it might, if 
uncontrolled, lead to the heavy trade 
balances now converted into currency 
and thence finding its way into the 
banks, emerging eventually as paper 
which would be part and parcel of the 
public debt. A vicious circle might thus 
be created, diverting the banking de- 
posits to the national treasury and 
thence to official uses, returning to the 
banks in the shape of paper after hav- 
ing been used to cover deficits or pay for 
public works; a circle that would ag- 
gravate the present situation under 
which there are outstanding short-date 
loans to the total of $360,000,000, 
whereof some $240,000,000 are shortly 
due. In the self-same presidential mes- 
sage wherein this point is mentioned it is 


& 


Reciprocity 


N view of the movement to establish 

American banks in foreign countries, 
the following from the London corre- 
spondent of the New York “Evening 
Post” is of interest: 


“In what I may call the ‘press cru- 
sade’ against German trade and Ger- 
man banks after the war, a cardinal er- 
ror is being committed—that of con- 
ceiving a policy based on mere boycott 
of an enemy, instead of taking a larger 
view, and asking whether the situation 
is one which may not require after the 
war an entire remodelling of the ar- 
rangements under which foreign inter- 
ests are allowed to conduct operations 
in London. 

“In saying this I am not, of course, 
for a moment forgetting the enormous 
advantages which have accrued to Lon- 
don in the past by its open trade with 
all the world, and the cosmopolitan 
character of its innumerable financial 


stated that the Government has bonds 
to emit to the tune of $300,000,000; be- 
ing $45,000,000 in bonds hitherto with- 
held ; $181,000,000 for water and sewer- 
age works; $50,000,00 authorized under 
the current budget ; and $14,000,000 an- 
ticipated revenue devoted to the con- 
struction of barracks. It is also said 
that the major portion of these bonds 
have been supplanted by the issue of 
short-date loans, but that explanation, 
as “La Nacién” says, does not relieve 
the weight that rests on official credit 
and on the budget with which they must 
be met. Hence the new banking combi- 
nation is a delicate affair from a finan- 
cial standpoint, as well as offering the 
risks that may arise from an undue in- 
flux of deposits into the official funds 
serving to increase national indebted- 
ness. Thus, concludes “La Nacién,” it 
is the place of the Minister of Finance 
to foresee the difficulties that may arise 
if the new credit system is abused. 


in Banking 


houses. Nor am I paying the slightest 
heed to the sensational press ideas of 
the extent to which these foreign banks 
are supposed to be acting mainly as 
spies to learn the secrets of English 
trade, in order to pass them along to 
the country of their origin. All this 
makes highly interesting reading dur- 
ing times of war, but it is not the sort 
of stuff that commands any serious at- 
tention from Lombard Street financiers. 

“Yet there is one aspect of the mat- 
ter which deserves attention, and it is 
the one which may ultimately exert 
some influence upon international 
finance after the war. Just as the ex- 
treme tariff reform people will no doubt 
endeavor to make use of recent events 
as a pretext for England’s becoming an 
actual protectionist country, so there are 
excited individuals who would desire to 
see this extremely narrow spirit of pro- 
tection extended in the direction of pro- 
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hibiting foreign concerns from carrying 
on operations here at all. The prob- 
ability is that a medium course will be 
pursued, and that not the policy of boy- 
cott, but the constructive policy, will be 
pursued; namely, the devising of the 
arrangements most suitable for local 
welfare. 

“Applying this principle to the ques- 
tion of foreign banks in London, a 
point possibly not without special inter- 
est to American bankers, it seems prob- 
able that there will be a stronger de- 
mand in the future on the part of Great 
Britain for reciprocal facilities; in the 
absence of which, there may be greater 
restrictions imposed here. It must be 
remembered that while in many of the 
foreign countries it is impossible for an 
English bank to open without paying 
taxation on the whole of its capital, no 
such rule applies here. Again, with 
regard to profit earned, there is no doubt 
that the English agencies of foreign 
concerns escape too lightly in the mat- 
ter of income tax charges. Finally, 
there is a growing feeling that whenever 
a foreign bank opens in London and 
takes deposits, that bank should be 
compelled to comply with every require- 
ment of English law. It is one thing 
to show full hospitality to all foreign 
banking institutions, and quite another 
thing for those institutions to be able 
actually to compete unfairly for Eng- 
lish business.” 

[At the Pan-American Commercial 
Conference in Washington in February, 
1911, the Editor of Tur Bankers 
MaGazine stated in an address that if 
we expected to invade the foreign bank- 
ing field we should have curselves to 
practice banking reciprocity. ] 


& 


Standard Bank of South 
Africa, Ltd. 


HE Standard Bank of South Africa, 
Ltd., on December 1 opened a 
branch of the institution at Daressalaam 
in the territory formerly designated as 
German East Africa, which has since 
been occupied by the British. 


Proposed Boycott of German 
Banks 


HE propriety of excluding German 

banks from doing business in Lon- 

don after the war ends is thus urged by 

the “Stock Exchange Gazette” of Lon- 
don: 

“On the large question of the position 
of enemy banks after the war, the Chan- 
cellor of the Exchequer still preserves 
a suspicious silence. Surely it is high 
time that he should make a definite an- 
nouncement on the subject on behalf of 
the Government. It is unthinkable that 
these institutions should be allowed to 
resume their operations after the war, 
and that German financiers should once 
again be permitted to exercise their in- 
sidious influence over our commercial 
and financial affairs. In the past enemy 
banks enjoyed privileges in this country 
which British banks never possessed in 
Germany. Even now, if some arrange- 
ment for reciprocity were possible or 
were offered to us, we feel confident it 
would be rejected by the force of public 
ovinion. If we are to be masters in our 
own house after the war we must keep 
out everything in the shape of German 
influence, and especially that of the 
banks. The Government may permit 
German bank managers to frequent 
Lombard street during the progress of 
the war, but it will never be permitted 
to do so when peace is restored. Its 
extraordinarily lenient and foolish pol- 
icy has excited such indignation that the 
question of excluding, both now and in 
the future, enemy aliens from narticipa- 
tion in any kind of commercial and fi- 
nancial business has become a burning 
topic both in city and political circles. 
If we are not mistaken, the agitation in 
favor of a rigid boycott of Germany and 
all her works is likely to gather strength 
as it proceeds, so that before many 
weeks elapse the Government will be 
forced, in response to public opinion, to 
do something. At present its official 
spokesman is not in a position to make 
any statement. In other words, his col- 
leagues and himself have not yet made 
up their minds or formulated a policy. 
Sooner or later they will be compelled 
to do so; and the sooner the better.” 
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Ernesto Tornquist & Co. 


T the annual meeting of sharehold- 

ers of Ernesto Tornquist & Co., 
Ltd., held at Buenos Aires, October 16, 
the following report and balance-sheet, 
were presented: 

Before we submit to you the audited 
balance sheet and the profit and loss ac- 
count of our company for the tenth year 
of its existence as a limited company, to 
June 30, 1916, in accordance with the 
twenty-fifth article of our statutes, we 
have to fulfill the painful duty of in- 
forming you of the loss of our auditor, 
Dr. Juan José Romero, who died on 
November 30, last year. Dr. Romero 
was an eminent citizen, a prominent 
jurisconsult and a sincere and disinter- 
ested friend, always ready to impart his 
exceptionally reliable advice. His mem- 
ory will remain indelible. 


GOLD 
The net profit of the present 
twelve months after deduction 
of amortizations, general ex- 
penses and subparticipations 
GES BB nas vcacncecnsced $1,603,236.29 
(Which we propose to distrib- 
ute in the following manner 
in accordance with the 37th 
article of the statutes): 
‘ive per cent. to the legal re- 
serve fund to be carried for- 
WME! SoG er tes sata macnoagsin 


$1,523,074.48 


Six per cent. dividend to the 
preferred shares of _ gold 
PE: kncia ies okewaes 180,000 
Six per cent. dividend to the 
ordinary shares of _ gold 
DRE bacicspuceiodciese 270,000 
$1,073,074.48 
Two per cent. to the auditors... 21,461.49 
$1,051,612.99 
Forty per cent. to the directors 420,645.20 


$630,967.79 














\dding balance profit brought 
forward from the _ years 





EE St eninan cee ene 256,669.55 
$887,637.34 

To the extraordinary reserve 

RE setittss dewmnasecnnsne 400,000.00 
$487,637.34 


Second dividend of six per cent. 
to the ordinary shares of gold 
CE Seectiedenisisancn 270,000.00 





Balance to be carried forward 
OO MO GE nc ico dicwnser $217,637.34 


If our proposal is accepted the capi- 
tal and reserves will have amounted on 
July 1, 1916, to: 


GOLD 
RO ee re te $7,500,000.00 
EGE POROPVE ooccsccctocccs 783,410.93 
Extraordinary reserve ...... 4,000,000.00 
Balance of profit and loss.... 217,637.34 


$12,501,048.27 


& 


HE exports from our country have 

not continued the ascending course 
of which we spoke in our last report, as 
the exports for the first half year of 
1916 only reached the amount of gold 
$246,057,367—against gold $330,485,- 
829 during the first half year of 1915. 
This decline has been caused principally 
by the scarcity of steamers and the con- 
sequent exorbitant rates of freight. Not- 
withstanding this drawback the excess 
of the exports over the imports reached 
during the first six months of the pres- 
ent year the figure of gold $141,090,916 
against gold $230,357,919 in 1915 and 
gold $42,717,290, in 1914. 

The imports during the first six 
months amount to gold $104,966,451— 
that is gold $4,838,541—more than dur- 
ing the same period in 1915. The cus- 
tom house receipts continue to rise and 
they reach so far paper $10,012,666—- 
more than at the same date in 1915. 

The good prices of cereals which had 
declined owing to the accumulation of 
stocks, have improved during the last 
few months and the important stocks 
which still remain in the country will 
profit thereby. 

Wool, hides, quebracho in logs and 
in the extract thereof fetch high prices. 

The exports of frozen meat have risen 
and compare satisfactorily with last 
year’s figures. 
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ASSETS 


Cash in hand and at banks 
Participations as sleeping partners 


Accounts current, correspondents, bills discounted, shares, 


securities and secured advances—balance 
Real estate: 
properties—balance 


Title deeds and securities deposited by third parties....... 


Bills reecived for collection 
Sundry accounts 
Conversion—balance 


ee 


Our bank premises and other urban and rural 





LIABILITIES 


Capital: 22,500 ordinary shares of gold, $200 each, gold 
$4,500,000.00; 15,000 preferred shares of gold, $200 each, 


gold $3,000,000.00 
Legal reserve 
Extraordinary reserve 
Accounts current, correspondents, 
acceptances—balance 


Depositors of title deeds and other securities.............. 
Bills to collect for third parties’ account ... 


Sundry accounts 
Conversion—balance 
Profit and Loss: 


Balance of the years 


$256,669.55; profit of the years 1915-16, gold, $1,603,236.29. 


The national industries in general are 
very active. 

Our production of sugar has this year 
been but poor owing to last summer’s 
drought and strong frosts in the winter 
which have considerably injured the 
cane. The deficit in the yield of sugar 
is estimated at 80,000 tons against which 
30,000 tons have already been imported 
from Brazil, North America and Cuba. 

The gold which is the guarantee for 
the note-circulation, amounts at present 
to gold $326,828,319.62, so that the pro- 
portion between the gold and the paper 
money is 73.32 per cent. In view of this 
growing accumulation of gold the ex- 
ecutive power has just submitted to 
Congress a project of a monetary law 
which would modify the present sys- 
tem. 

The Government continues to import 
the gold which is deposited with the Ar- 
gentine legations abroad. 

It is too soon as yet to express an 
opinion concerning next crop, the pros- 
pects of which, in general, are, however, 
favorable. 


secured 





PESOS 

GOLD PAPER 
weteneone was $37,689.08 $3,305,104.37 
ain aia aie.o die 460,000.00 imeniped 
nadam eee aaa 17,346,732.56 10,794,607.04 
Poe reree oe 617,417.17 6,641,987.63 
1,097,145.77 4,010,199.00 
PSR Rr ae 766,594.50 601,623.46 
pede eee 277,569.92 33,297.71 
MiGisnetcuadia. — thannnas 565,616.25 
$20,603,149.00 $25,952,435.46 

PESOS 

GOLD PAPER 
bam eben uis aie $7,500,000.00 ere ne 
pphisieriac akg weave tices 703,249.12 ileal bad 
oi eshee ac icniwe ee 3,600,000.00 api dcpiacsi 

advances and 
bi va eue sh eee oss 3,980,628.86 $19,272,982.43 
1,097,145.77 4,010,199.00 
ie mde eee wale 768,563.12 601,622.38 
rabeadsodeaers 744,785.14 2,067 ,631.65 
uecahmbesaie aoe ts 348,871.15 awa am 
1914-1915, gold, 

PO | eee eee 
20,603,149.00 $25,952,435.46 


Business in real estate continues to 
be lifeless. 

The failures have decreased and the 
total amount of their liabilities during 
the first nine months of the present year 
reach paper $82,424,830—say about 
half as much as during the same period 
of last year. 

On the whole, the enonomic situation 
of the country is improving gradually. 


& 


Royal Bank of Scotland 


"THE report of the Royal Bank of 

Scotland for the year ending Oc- 
tober 14, 1916, shows that the net profits 
for the year after providing for all bad 
and doubtful debts, amounted to £338,- 
420. Out of this £82,500 was paid as a 
midsummer dividend at the rate of ten 
per cent. per annum, less income tax, 
and also £75,000 as a similar dividend at 
Christmas. £6,500 was applied to writ- 
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ing off expenditure on bank buildings 
and heritable property and £174,420 in 
writing down stocks. 

The bank on October 14 had total re- 
sources of £27,997,007 and deposits of 
£21,966,710. Capital was £2,000,000 
and rest £800,986. 

In order to assist the Government in 
financing the war, the directors, in the 
course of the year, have sold a number 
of the bank’s investments and have in- 
vested the proceeds in British Govern- 
ment securities. They have also, in re- 
sponse to the request of the Govern- 
ment, lent to the Treasury such of the 
other investments as are specified in 
their schemes for regulating the foreign 
exchanges, and in association with other 
banks have undertaken to open foreign 
credits on behalf of the government and 
the Allies. 


& 


Growth of U.S. Trade With 
West Africa 


ReyY WILSON, manager of the 

Bank of British West Africa, Ltd., 
Liverpool, who has been in New York 
recently arranging for the opening of a 
New York office for his institution, made 
the following statement about the growth 
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of business between the United States 
and British West Africa: 

“The growth of business between this 
country and British West Africa has 
been extraordinary,” declared Mr. Wil- 
son. “More produce is coming here 
from the west coast of Africa than ever 
before. Large quantities of cocoa and 
oils that are wanted by the American 
people now are being exported. For- 
merly most exports from British West 
Africa went to England first. Since the 
war, however, shipments are being made 
direct. The Gold Coast colonies are 
one of the largest producers of cocoa in 
the world. I estimate that this year at 
least one hundred thousand tons of cocoa 
will be exported from there. 

“Because of the lack of tonnage, not 
as much lumber is being brought here 
as formerly. When the shortage of bot- 
toms is lessened, however, I think more 
fine timber will come to the United 
States. 

“There is a wonderful opportunity 
open to American manufacturers at the 
present time to develop trade with Brit- 
ish West Africa. Already a large num- 
ber of Americans are taking advantage 
of the situation. Large shipments of 
hardware now are being made from here. 
The business men of this country have a 
chance to begin where Germany left off 
in British West Africa when the war 
started.” 
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To Bankers Magazine Readers 


T is the purpose of the publishers of Tue 
Bankers MaGazine to make this publica- 
tion of even greater interest and value to 
bankers in the future than it has been in the 
past, and to that end the coéperation of readers 
is cordially invited. 

You who are doing the actual work of the 
bank, whether as clerks or officers, must gain 
much fresh information which you would be 
willing to pass along. 

It may be a new and effective method of 
getting business, or improved systems of work- 
ing or of management, an especially productive 
advertising campaign, some new angle of bank- 
ing that makes your institution more helpful to 
the community; or it may be you encounter 
amusing experiences or hear a good bank story. 

Whatever your contribution may be along 
any of these lines, and any other line that may 
suggest itself to you as being calculated to make 
this MaAGazine of greater interest and benefit 
to the bankers of the country, will be gladly 
received. 

To make THe Bankers MAGAZINE the 
worthiest possible representative of American 
banking, your help is needed. May we count 
on having it in the way indicated above P 


Tue Ebpirtor. 












































Main Banking Floor of the Fifth Avenue Office, Guaranty Trust Company of New York 


Modern Financial Institutions and Their 
Equipment 





New Quarters for Fifth Ave- 
nue Office of the Guaranty 
Trust Company 


HE new home of the Fifth avenue 

office of the Guaranty Trust Com- 
pany of New York, on the southeast cor- 
ner of Fifth avenue and Forty-third 
street, exemplifies the latest develop- 
ments in banking conveniences. 

Every modern appliance has been in- 
stalled. In the working portions, for 
instance, every desk, filing case, drawer 
and receptacle was especially designed 
to meet the needs of its particular em- 
ployment. Illuminated buttons take the 
place of buzzers or other audible signals. 


= « 
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The trust company occupies three 
floors of the new building directly across 
Fifth avenue from its former quarters. 
The banking room, on the ground floor, 
is exceptionally well lighted by many 
large windows which extend nearly to 
the ceiling. The artificial illumination 
is supplied principally from chandeliers 
of handsome design. The spacious de- 
partment for women depositors is taste- 
fully decorated and furnished, and has 
every accessory for their comfort and 
convenience. The second floor is occu- 
pied by the accounting and bond depart- 
ments. A committee room is also on this 
floor. The dining and club rooms for 
the employes are on the top floor of the 
building. 
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Interior View of the New Vault of the Guaranty Safe Deposit Company, S. E. Corner Fifth Avenue 
and 43rd Street. It contains about 5,000 Steel Safe Deposit Boxes 





Steel Grille and Entrance to New Vault of the Guaranty Safe Deposit Company, S. E. Corner 
Fifth Avenue and 43rd Street 
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The 40-ton Door and Main Entrance to One of the Largest Bank Vaults in the World, Guaranty Safe 
Deposit Company, S. E. Corner Fifth Avenue and 43rd Street. The Telescopic Box at the 
right reveals the Combination Dial only to the person who manipulates it 


The vault of the Guaranty Safe De- 
posit Company occupies the entire space 
below the street surface. The safe de- 
posit vault occupies a space forty-four 
feet long by thirty broad. The ceiling 
is nine and one-half feet high, and the 
walls about two and one-half feet thick. 
The entire mass composing the vault 
weighs nearly 2,000 tons and rests upon 
steel piilars. There is a foot and a half 
space below the vault, while that above 
varies from one and one-half to four 
feet. These spaces are kept constantly 
illuminated and every part of them is 
made visible by means of angle mirrors. 

The main door of the vault weighs 
nearly forty tons, is about three feet 
thick, and looks like a breechblock of a 
huge cannon. It is so accurately bal- 
anced that it can be swung shut by the 
slightest pressure. The polished steel 
lining of the vault is brass-bordered and 
the crossings of the ceiling panels are 
executed with brass stars which are re- 
peated in the black mosaic floor, which 


is also divided into panels by brass divi- 
sions that harmonize with the hinges of 
the nearly 5,000 steel safe deposit boxes. 

The single mirrors forming the wall 
panels at the end of each cross aisle, be- 
tween the tiers of safe deposit boxes, are 
an additional element of protection, for 
they eliminate every “dead corner“ that 
might offer a place of concealment. 

The vault is so perfectly ventilated 
that even in the remote corners of the 
side aisles the air is absolutely fresh. 

Until recently the combinations, even 
of the most important vaults of this 
character, were placed on the vault 
doors. In this vault the combination is 
placed on the jamb of the door, at the 
bottom of an electrically illuminated 
steel cylinder, and can be seen only by 
the person manipulating it. The mech- 
anism of the combination might be 
blown away by a powerful explosive 
without impairing the impregnability of 
the safe itself. 

The Guaranty Trust Company of 
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New York organized its Fifth avenue 
office in 1910 and absorbed the business 
of the Fifth Avenue Trust Company. 
The business grew steadily, and the 
quarters on the southwest corner of 
Fifth avenue and Forty-third — street 
were enlarged from time to time, but 
within the past year, with deposits of 
approximately $40,000,000 and a staff 
numbering more than 100, these offices 
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became too small, and it was decided to 
remove to larger quarters, which was 
done on December 18 last. 

The Fifth avenue office of the Guar- 
anty Trust Company of New York is in 
charge of Charles M. Billings, vice- 
president; Walter Meacham, assistant 
secretary; L. D. Stanton, assistant 
treasurer, and M. J. Dumont, assistant 
secretary. 
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Book Reviews 





FUNDAMENTAL Sources oF EFrrFiciENcy. 
By Fletcher Durell, Ph.D. Philadel- 
phia: J. B. Lippincott Company. 
(Price $2.50 net.) 


HIS work attempts to analyze the 

various forms and sources of efli- 
ciency into a few elemental principles. 
By a study of the primal elements of 
efficiency it is thought that the reader 
may be assisted in applying these ele- 
ments to any given field. While the 
book is in a form adapted to general 
reading, groups of exercises have been 
inserted which add to its value as a text- 
book in any institution where the prin- 
ciples of efficiency are taught either 
generally or in any specific field. 
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Tue Etements or INpustriaL MAn- 
AGEMENT. By J. Russell Smith. 
Philadelphia: J. B. Lippincott Com- 
pany. (Price $2.00.) 


HIS book deals in the fundamental 
principles of industrial manage- 
ment. It does not attempt to supply 
that definite knowledge which experi- 
ence alone can give, but furnishes rather 
the basic theories and a grasp of the 
entire subject. It covers such impor- 
tant topics as the following: 
Advantages of large scale production ; 


overhead charge as a management fac- 
tor; dumping; standardization and 
specialization ; location of industries ; the 
model factory; labor; wages; control of 
the working force; reorganization. 

For the banker who wishes to obtain 
a grasp of the business problems of his 
industrial clients this book will be 
found particularly valuable. 


& 


Propuctive Apvertisinc. By Herbert 
W. Hess. Philadelphia: J. B. Lip- 


pincott Company. (Price $2.15.) 


HAT advertising is producing real, 
business-building results for banks 
as well as for those who have something 
more tangible for sale has come to be 
an accepted fact. Bankers that scorned 
it ten years ago are now becoming thor- 
oughly alive to its possibilities for good 
in their institution. 

In “Productive Advertising” Mr. 
Hess has produced a book which will 
give the beginner in advertising a real 
grasp of the entire subject—not alone 
its principles and theories, but its me- 
chanical and technical practice. The 
book is copiously illustrated—showing 
concrete examples of every kind of ad- 
vertisement. This volume should prove 
a welcome addition to the library of 
every financial advertiser. 
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Thrift Day, February 3rd, and its Direct 
Benefit to Financial Institutions 





By CARLISLE P. STANTON 


Illustrated with Educational Pictures Utilized in the Nation-wide 
Thrift Movement by Collins Publicity Service 





HRIFT DAY, February 3rd, 1917, will be a red letter day for the finan- 


cial institutions of America. 


the national observance of Thrift has been adopted. 


Far and wide the idea of a set day for 


If preliminaries are any 


criterion of a movement’s success, then that of THRIFT DAY will be uni- 


versally great and enduring. 


For financial institutions THRIFT DAY has many special advantages. 


And not only savings bank, but trust companies, commercial banks and others 


will ali directly beuefit. 


HE public character of THRIFT 
DAY tends to overcome dif- 
fidence and timidity in the 
prospective bank depositor. The plain 
man, with his instinctive awe of institu- 
tions, shrinks less from entering the 
bank in company with others bent on 











Copyright 1916. 
Coilins Publicity Service, Philadelphia 


THE FIRST STEP 








The THRIFT DAY stinulus will produce a beneficial 
influence that will be clearly felt by all. 


the same mission. The THRIFT 
DAY spirit makes him feel at one with 
his fellows. 

The average person’s reluctance to 
initiate a new habit is largely over- 
come on THRIFT DAY. Said Aris- 
totle, “Man is a political animal,” i.e., 
living in cities gregarious. The same 
truth is exemplified in THRIFT DAY. 
Man’s gregariousness induces him to 
follow the crowds and on THRIFT 
DAY start saving and acquire the pop- 
ular Thrift habit. 

Many potential depositors, who have 
the wish and not the will to save, find 
in THRIFT DAY an incentive to ac- 
tion. A special day for the perform- 
ance of a special act transforms mere 
desire into definite accomplishment. 
That first step taken toward the ac- 
quisition of a new habit, and the rest 
is easy. 

An unique and effective topic for 
advertising is further provided by 
THRIFT DAY. Concentration of the 
collective mind of the community on 
ways and means to Thrift must benefit 
the banker, particularly when the sub- 
ject is of such universal discussion and 
71 
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promulgated so widely from other 


sources. 

The observance of THRIFT DAY 
generally means that merchants will in- 
corporate and emphasize the word 
“Thrift” in THRIFT DAY é sales. 
Then advertising, which taken collect- 
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ively is so important a factor in direct- 
ing public thought, becomes a valuable 
factor in furthering universal apprecia- 
tion of the necessity for securing real 
value at every purchase. 

Publicity of such a practical nature 
tends to cultivate the fundamental com- 
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WHICH IS THRIFT? 


munity qualities so essential to sound 
banking growth. 

THRIFT DAY as an institution fur- 
ther increases the efficiency of bank 
employees by encouraging concentra- 
tion on the subject of Thrift, and upon 
its successful results as observed in the 
cases of individual depositors. The 
prizes to be awarded to bank employees 
this year in connection with essays 
upon the subject of THRIFT DAY 
will also serve to stimulate an added 
interest that must prove of value to the 
institutions with which they are con- 
nected. 

Not the least of the many THRIFT 
DAY advantages is the opportunity af- 
forded the banker of acquainting the 
public with his ideal of service. It 
furnishes him with a subject of mutual 
interest with which to link his institu- 
tion. It displays his sense of good- 
will and citizenship; shows him to be 
a man really able and willing to assist 
the other man to make the best of him- 
self. The banker is thus brought di- 
rectly before the public in an attractive 
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role and in a new light. He is human- 
ized in the popular eye and shown to 
be highly approachable—a fact mutu- 
ally advantageous. 

To trust companies THRIFT DAY 
brings additional advantages. The 
thrifty man keeps a healthy balance in 
his checking account. The thrifty man, 
who is generally the efficient man, ap- 
preciates the necessity of making a will 
and the advantage of securing the serv- 
ices of a trust company in an executive 
and administrative capacity. 

Thrift as a topic of community inter- 
est is highly beneficial in many ways. 
It profits the individual through in- 
creased earning capacity brought about 
by a more profitable use of time and 
energy. It means more effective in- 
dividual spending and therefore greater 
permanent value in return for effort. 
It furthers the building of individual 
bank accounts and adds to the number 
of those utilizing the services of finan- 
cial institutions. 

The practice of Thrift develops 
higher collective efficiency based upon 
the greater capacity of individuals. It 
makes for increased and more efficient 
production among the industries. This 
again reacts favorably on financial in- 
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stitutions by increasing the volume of 
commercial business. 

Permanence is a characteristic of 
THRIFT DAY’S observance. The 
tendency is to develop qualities not only 
evidenced on February 3rd, through the 
opening of accounts or otherwise, but 
that exert their beneficial influence 
throughout the year; that make for a 
more prosperous community—a more 
fertile banking field. 

The THRIFT DAY movement has 
obviously a large and permanent value 
for banks and financial institutions. In 
its widest sense it creates for the bank- 
ing professions a new sphere of influ- 
ence that is directly beneficial. It fur- 
thers a more intimate and friendly re- 
lationship between the banker and the 
public; a closer mutual confidence and 
a better understanding of the spirit of 
the community. THRIFT DAY should 


be featured to the full by every banker. 





THRIFT DAY 
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Red, White and Blue Thrift Day Poster Stamps Are 
Being Used by Thousands of Financial Institutions, 
Merchants and Individuals, for the Envelopes of 
Their Outgoing Mail 
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Bank of England Appointed Federal Reserve Agent 


NDER a section of the Federal Re- 

serve Act, the Board on December 
25 authorized the appointment of the 
Bank of England as a foreign corre- 
spondent of the Federal Reserve Bank 
of New York, and has announced that 
the eleven other reserve banks might 
participate in the agency relations. 

Connections with other foreign gov- 
ernmental institutions, such as the Bank 
of France, is foreshadowed, officials say, 
by this action. The Bank of England is 
the first foreign correspondent whose 
appointment has been authorized since 
the operation of the new financial sys- 
tem in this country. 

In its statement announcing the ac- 
tion, the Board said: 

“The Federal Reserve Board has au- 
thorized the Federal Reserve Bank of 
New York to appoint as one of its for- 
eign correspondents and agents, the 
Bank of England of London, England, 
under the terms of the Federal Reserve 


Act. 





“Section 14 of the act permits any 
Federal Reserve Bank with the consent 
of the Federal Reserve Board to open 
and maintain banking accounts in for- 
eign countries, appoint correspondents 
and establish agencies in such countries 
wheresoever it may deem best for the 
purpose of purchasing, selling and col- 
lecting bills of exchange arising out of 
actual commercial transactions, so that 
a broad field of operations is possible 
under it. 

“In granting the authority to estab- 
lish this agency, the Board has author- 
ized the Federal Reserve Bank of New 
York to maintain accounts either for or 
with the Bank of England, so that oper- 
ations both in England and in the United 
States are possible. 

“Other Federal Reserve Banks may 
participate in the agency relationship 
with the Bank of England upon the same 
terms and conditions that will govern 
the Federal Reserve Bank of New York 
if they so desire.” 
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The Outlook For 1917 





By JAMES B. FORGAN, Chairman of the Board of the First 
National Bank of Chicago 





‘THE growing balance of trade in our 

favor and the stoppage of expendi- 
tures by American travelers abroad re- 
sulting in an enormous gold importation, 
referred to a year ago as the cause of 
the low interest rates prevailing during 
1915, have continued through 1916, with 
increasing momentum. 

The large volume of business done, 
the sale in this country of American se- 
curities formerly held abroad, together 
with the flotation of foreign loans and 
the extension of foreign credits, have af- 
forded the money market such oppor- 
tunities for investment that notwith- 
standing the enormous accumulation of 
gold, bank credits have expanded out of 
proportion to the cash reserves which 
have flowed into the banks through the 
gold importations. During the year be- 
tween September, 1914, and September, 
1915, the deposits in national banks 
were increased by $1,007,000,000, and 
during the same period their excess legal 
reserves were increased by $318,000,- 
000. During the corresponding period 
for 1915 and 1916 while deposits were 
increased $1,700,000,000, excess reserves 
were only increased by $23,000,000. 
The result is that the percentage of 
legal reserves held by the banks against 
their net deposits declined during the 
past year from 25.26 per cent to 23.86 
per cent. This may seem a small reduc- 
tion. It should, however, be borne in 
mind that the banks are still including 
as a part of their legal reserves their 
balances with their approved reserve 
agents in the reserve and central reserve 
cities. These balances on September 12 
amounted to $936,000,000, while their 
total surplus reserves amounted to 


891,000,000, and were held as follows: 
Excess in vaults, $122,000,000; excess 





with Federal Reserve Banks, $56,000,- 
000; excess with approved reserve 
agents, $713,000,000. Since this state- 
ment was published, the banks, in No- 
vember, made their final deposit of legal 
reserves with the Federal Reserve 
Banks. By the provisions of the Fed- 
eral Reserve Act these balances with 
approved reserve agents will cease to 
count as legal reserves after November 
16, 1917, and if the recommendations of 
the Federal Reserve Board now before 
Congress in the shape of an amendment 
to the Federal Reserve Act introduced 
by Congressman Glass, are put into ef- 
fect they will cease to count as legal re- 
serves early next spring. While there- 
fore these balances will, of course, be 
available to the banks owning them for 
other purposes, they will not count as 
any part of their legal reserves and the 
excess legal reserves will thus be sud- 
denly reduced by over $700,000,000, 
after which, while it will make but slight 
practical difference in their cash re- 
sources, they will have very little excess 
in their legal reserves. 

The following facts are, I think, sig- 
nificant: 

1. The large fund released for the 
expansion of bank credits when the legal 
reserve requirements of the banks were 
reduced two years ago has been com- 
pletely absorbed in the enormous expan- 
sion which has taken place during that 
period. 

2. All the gold imported during the 
same period has been similarly absorbed. 

8. The change ahead of us in the 
method of computing the legal reserves 
of the banks will to a considerable ex- 
tent have exactly the reverse effect to 
that produced two years ago by the re- 
duction in the legal reserve requirements 
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of the banks which released a large fund 
for loaning purposes. 

These facts and existing conditions 
lead me to the conclusion that expansion 
of bank credits cannot continue through 
1917 with anything like the momentum 
of the past two years and that even with 
a continuance of the influx of gold money 
rates for commercial purposes will rule 
higher during 1917 than they have dur- 
ing 1916. 

It is understood that the Federal Re- 
serve Board is now giving consideration 
to a suggestion that the percentage of 
reserves to net deposits required of mem- 
ber banks in the Federal reserve system 
should be further reduced and that all 
reserves required by law should be kept 
on deposit with the Federal Reserve 
Banks. 

This would leave to the discretion of 
each member bank the amount of cash to 
be kept in its vaults and the amount to 
be carried on deposit with correspond- 
ents in the reserve and central reserve 
cities. The member banks would, of 
course, have to keep in their vaults a 
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sufficient supply of cash of kinds to suit 
their individual convenience and neces- 
sity, and a sufficient amount on deposit 
with their correspondents to cover their 
exchange operations. 

As with this change there would be 
no occasion for making Federal reserve 
notes good as legal reserves for member 
banks, it would finally settle that much 
mooted question. Gold would still fur- 
ther be mobilized in the Federal Reserve 
Banks, where it should be, while Federal 
reserve notes would have wider circula- 
tion and thus the Federal reserve sys- 
tem would be materially strengthened. 
The further reduction in the legal re- 
serve requirements might to a small ex- 
tent release some funds which would be- 
come available for further loan expan- 
sion, but as already stated, the discon- 
tinuance of counting balances with ap- 
proved reserve agents as part of the 
legal reserves will have just the oppo- 
site effect. If it is arranged that both 
changes shall take place simultaneously, 
the effect of the one would probably just 
about offset that of the other. 
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Telegraphic Transfers by the Federal Reserve Bank of 
New York 


HE Federal Reserve Bank ot New 

York, under date of December 30, 

1916, issued the following circular 
letter: 

“One of the purposes of the Federal 
Reserve Act is to render the banking re- 
sources of the country more mobile and 
readily available to all sections. In or- 
der to make this purpose effective and 
to provide a prompt, economical and 
safe method of transferring funds 
throughout the country, you are advised 
as follows: 


“For the present, and until further notice, 
the Federal Reserve Bank of New York will 
make telegraphic transfers for its member banks 
without expense other than the cost of tele- 


gram, (a) to a member bank within this dis- 
trict, or (b) to a member bank outside of this 
district through the Federal Reserve Bank of 
its district. 

“This will enable you to make any 
excess balances or deposits with this 
bank immediately available with any 
Federal Reserve Bank or member bank 
of this or any other Federal reserve dis- 
trict, thus rendering this service at a 
nominal expense, and should also de- 
crease the economic waste incident to 
the shipping of large sums of currency 
from one part of the country to another. 

“Transfers by mail will be made as 
heretofore both within and without this 
district without charge.” 
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Banking and Financial Notes 





EASTERN STATES 
New York City 


—Plans for opening a bank in New 
York by Scandinavian interests work- 
ing in conjunction with several impor- 
tant New York commercial houses, 
have practically been completed. The 
institution will be backed by a capital 
of $2,500,000 furnished by Norwegian 
and Swedish interests and will be called 
the Norwegian-American Bank. The 
arrangements for the formation of this 
bank have been in charge of Knut 
Bache, representing Andresens Bank of 
Christiania, Norway; S. E. Dahl and G. 
K. Hegge, also representing Norwegian 
banking interests. Norwegian ship own- 
ers, exporters and importers, having in- 
terests here, it is understood, were given 
opportunity to participate. The capital 
is said to be guaranteed by the Scandi- 
navian banks. 


—The Bank of British West Africa, 
Ltd., has established a fully equipped 
agency in New York, occupying com- 
modious quarters on the first floor at 
6 Wall Street. The branch will be 
under the management of Robert Ro- 
land Appleby, and the agency will be 
prepared to issue letters of credit, make 
remittances by draft or cable, and ne- 
gotiate or collect bills payable in Eng- 
land, West Africa, Canary Islands and 
Morocco. 

The Bank of British West Africa was 
established in 1894 with authorized cap- 
ital of $10,000,000, of which $5,000,000 
has been subscribed and $2,000,000 paid 
in. The reserve stands at $750,000. The 
trade between New York and West Af- 
rica has influenced the opening of this 
New York branch, as the business is 
considered of a permanent nature, and 
is growing rapidly. 

The new offices were opened by Roy 
Wilson, manager of the bank in Liver- 


pool, pending the arrival of Mr. Apple- 
by from South Africa. 


—John H. Fulton, president of the 
Commercial National Bank, and the 
Commercial-Germania Trust and Sav- 
ings Bank, New Orleans, La., has been 
elected vice-president of the National 
City Bank of New York. 


—The Equitable Trust Co. has elect- 
ed three new directors—Franklin Mc- 
Cutcheon of the law firm of Byrne, Mc- 
Cutcheon & Taylor; Carl B. Gray, pres- 
ident of the Western Maryland Railway, 
and Henry H. Pierce of Sullivan & 
Cromwell. Morris K. Parker was elect- 
ed a vice-president and James Minotto 
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Our firstTrevident 
Merchants National Bank 
RICHMOND, VA. 

Capital . . . $200,000 
Surplus and Profits over 1,000,000 
The Gateway to and Collection 
Center for Southeastern States 
Send Us Your Items 


“ON TO RICHMOND” 
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Bonds 


K. N. & K.’s service is more 
than buying and selling bonds. 





We rigidly investigate every 
bond issue that we buy, thus 


assuring ourselves of the safety 
of the security we offer you. 


We solicit correspondence and 
will gladly furnish information 
on any details desired. 


Write for pamphlet No. 100 
“The Investment Situation” 


Knauth ‘Nachod & Kuhne 
Members of New York Stock Exchange 
EQUITABLE BUILDING 
New York City 








was elected assistant manager of the for- 
eign department. 


—Reginald W. Pressprich, three 
years vice-president of the Equitable 
Trust Co., in charge of bond and invest- 
ment department, has resigned. Morris 
K. Parker has been appointed in his 
place. 


—The Corn Exchange Bank will soon 
open a branch at the corner of 166th 
street and Broadway. At the present 
time this bank operates _ thirty-six 
branches. 


—The Metropolitan Trust Co. at a re- 
cent meeting of its executive committee 
decided to give a Christmas bonus to 
employees of ten per cent. of their year- 
ly salaries. This is an increase over 


the usual six per cent. bonus of previous 
years. 
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—Employees of the Mechanics and 
Metals National Bank have received a 
bonus ranging from five per cent. to fif- 
teen per cent. of annual salaries, ac- 
cording to length of service and amount 
of income. 


—The statement of the Guaranty 
Trust Co. of New York as of November 
29 exhibits deposits of more than $458,- 
000,000, as compared with deposits of 
$418,549,861.99 one year ago. The to- 
tal resources are $569,090,444.28, a gain 
of $63,354,340.10 over the figures of 
December, 1915. 

These figures are especially interest- - 
ing at this time in connection with the 
announcement made by the company 
relative to dividends and profit sharing 
distribution for employees. The board 
of directors of the institution at their 
meeting on December 6 declared a regu- 
lar quarterly dividend of five per cent. 
and an extra cash dividend of twelve and 
one-half per cent. At the same time, 
the board voted a distribution of profits 
to the employees. It set aside $300,000 
for this purpose. The one thousand em- 
ployees will receive this in addition to 
the substantial salary increases which, 
under the comprehensive salary plan 
adopted by the company several years 
ago, are given annually to employees in 
accordance with position and service. 


—The National Bank of Commerce 
announces a disbursement of sixteen per 
cent. of annual salaries to employees 
receiving $2,000 or less, and twelve per 
cent. of salaries between $2,000 and $4,- 
000. This bonus is to be paid in five 
monthly installments, beginning January 
31, 1917. 


—The main banking room of the 
Chatham & Phenix National Bank has 
been removed from 192 Broadway to 
149 Broadway (Singer Building), where 
attractive quarters have been provided. 


—Carroll Ragan, who for a number 
of years has been engaged in advertis- 
ing and publicity work in New York, has 
accepted the post of publicity manager 
for the United States Mortgage and 
Trust Company, succeeding L. A. Mer- 
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shon, recently appointed secretary of 
the trust company Section of the Amer- 
ican Bankers Association. 

Before coming to New York, Mr. 
Ragan was a newspaper reporter and 
editor in the Middle West. During the 
past year he has been active in the na- 
tion-wide thrift campaign which is being 
conducted by the American Bankers As- 
sociation through the savings bank Sec- 
tion. 


—Morris J. Dumont has been ap- 
pointed an assistant secretary of the 
Guaranty Trust Company of New York. 
Mr. Dumont, who is thirty-five years 
old, has been connected with the com- 
pany for sixteen years, starting in as 
messenger and working his way up 
through various departments of the in- 
stitution. For the past five years he 
has been in charge of the bond depart- 
ment of the Fifth avenue office. 


—The directors of the Empire Trust 
Company voted a special bonus to all 
employees of the company which, with 
the comprehensive profit-sharing plan 
inaugurated several years ago, totaled 
about twelve and one-half per cent. of 
the year’s salaries. 


-The New York Trust Company has 
been appointed registrar of the voting 
trust certificates of the Minerals Sep- 
aration North American Corporation. 


—The American Exchange National 
Bank announces the election of Jo- 
seph A. Skinner to its board. Mr. Skin- 


ner is treasurer of William Skinner & 
Sons of New York City and Holyoke, 
Mass. He is also a director of the Farr 
Alpaca Company, and of the Spring- 
field Safe Deposit & Trust Company of 
Springfield, Mass., as well as a trustee 
of the Mechanics Savings Bank of 
Holyoke and president and director of 
the Hadley Falls National Bank of 
Holyoke. 


—One of the two oldest buildings in 
Wall street west of Pearl street is about 
to be removed to make room for a mod- 
ern three story banking structure, which 
will occupy the lot at No. 68 Wall 
street. Construction will begin March 
1, the building to be ready for occu- 
pancy about September 1, 1917. 

The improvement will be made by 
the Hochelaga Realty and Development 
Company, which has made long term 
leases with the Standard Bank of South 
Africa, which will occupy the two up- 
per floors, and with the Bank of Mon- 
treal, which will take over the ground 
floor in connection with .its present 
quarters at Nos. 64 and 66 Wall street. 


—Guy Emerson has been made a vice- 
president and H. P. Barrand an assist- 
ant cashier of the National Bank of 
Commerce. 

Mr. Emerson, who was born in New 
York City January 28, 1886, is a gradu- 
ate of Harvard in the class of ’08 and of 
Harvard Law School in 1911. He was 
later admitted to the Massachusetts bar 
and subsequently became assistant to 
the Assistant Secretary of the Treasury 
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in charge of customs. When Secretary 
of the Treasury Franklin McVeigh ap- 
pointed at Mr. Emerson’s recommenda- 
tion the appraisement commission, the 
latter was made a member. By execu- 
tive order of President Taft he was 
later appointed a special agent of the 
Treasury Department. Mr. Emerson 
has also been engaged in business in 
Texas for a brief time, and in 1914 was 
editor of “The Economic World” of 
New York. Lately he has been devot- 
ing himself to a study of economic ques- 
tions. 

Mr. Barrand was born in New York 
June 20, 1890, and was educated in New 
York and at New York University. He 
has been connected with the National 
Bank of Commerce for the past eight 
years, during which time he has concen- 
trated on the foreign field, having 
occupied various positions in the foreign 
department of the bank. In 1912 he was 
appointed chief clerk of the department 
and last November became assistant 
manager. .The expansion of the busi- 
ness of this department called for a cor- 
responding increase in the number of 
officers, and Mr. Barrand’s qualities 
were recognized by his appointment as 
an assistant cashier. 


—Three important official promotions 
were announced on December 11, 1916, 
by the Guaranty Trust Company of New 
York. John J. Lewis, assistant secre- 
tary, and Harold Stanley of the bond 
department, were made vice-presidents 
of the company, and William C. Brad- 
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THOMAS BLAKE, Secretary 

HOWARD D. JOOST, Assistant Secretary 
J. NORMAN CARPENTER, Trust Officer 
GEORGE V. BROWER, Counsel 


INTEREST ALLOWED ON DEPOSITS. 


ley, assistant treasurer, was appointed 
manager of the bond department. 

John J. Lewis is 35 years old. He re- 
ceived his early education in the Brook- 
lyn public schools and began his banking 





JOHN J. LEWIS 
Vice-President, Guaranty Trust Company of New York 


career at the age of fifteen as office 
boy with the State Trust Company, 
which was merged with the Morton 
Trust Company, the consolidation being 
later merged with the Guaranty Trust 
Company. Since Mr. Lewis has been 
with the Guaranty Trust Company he 
has been successively receiving teller, 
assistant chief clerk, chief clerk and as- 
sistant secretary. 

Harold Stanley was born in 1885 at 
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HAROLD STANLEY 
Vice-President, Guaranty Trust Company of New York 


Great Barrington, Mass. He graduated 
from the Hotchkiss Preparatory School 
at Lakeville, Conn., in 1904, and en- 
tered Yale the same year, graduating 
four years later. His business career 





WILLIAM C. BRADLEY 


Manager Bond Department, Guaranty Trust Company 
of New York 


began with the National Commercial 
Bank of Albany in April, 1908. He re- 
mained with this institution until the 
spring of 1910, when he went with J. G. 
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White & Co. of New York, where he be- 
came an assistant treasurer. He left 
this position in June, 1915, to enter the 
bond department of the Guaranty Trust 
Company. 

William C. Bradley, who succeeds 
Vice-President N. Dean Jay as manager 
of the bond department, is forty-one 
years of age. He received his educa- 
tion at St. John’s School, Ossining, N. 
Y., and at Williams College, Williams- 
town, Mass. He left college in his ju- 
nior year to become secretary and treas- 
urer of the Empire Engine Motor Com- 
pany, later being made a director and 
officer of the Fibre Conduit Company. 
He has been connected with the bond 
department of the Guaranty Trust 
Company for several years and has 
been an assistant treasurer since last 
May. 

Donald Bellows was appointed assist- 
ant chief clerk of the company. He has 
been with the Guaranty two years. 


—The U. S. Mortgage and Trust 
Company, New York, has granted its 
employees ten per cent. salary bonus and 
twelve and one-half per cent. additional. 


—Directors of the Bankers Trust 
Company at a meeting recently made 
several promotions in the official staff. 
H. F. Wilson, Jr., who has been as- 
sistant secretary, was elected a vice- 
president. A new position of cashier 
was created, and George W. Benton, 
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formerly treasurer, was appointed to 
fill this office. R. H. Giles, formerly 
assistant treasurer, becomes treasurer; 
R. Gregory Page, 3d, assistant trust offi- 
cer, was appointed assistant secretary, 
and A. Clinton Livingston, of the per- 
sonal trust department, was appointed 
assistant trust officer. 


—The Guaranty Trust Company of 
New York has published a booklet en- 
titled “Digest of the Federal Reserve 
Act.” This digest covers the original 
Banking and Currency Law and all 
amendments up to and including those 
of September 7, 1916. 


—It is announced that permission has 
been given by the State Banking De- 
partment to the Guaranty Trust Com- 
pany to open a branch office in Paris. 
This will give the trust company two 
European branches, one having been 
opened in London several years ago. 


—Many millions in cash and securi- 
ties were transferred across Fifth ave- 
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nue December 17, when the Fifth Ave- 
nue office of the Guaranty Trust Com- 
pany of New York was moved from 
the southwest to the southeast corner of 
that thoroughfare and 43d street. The 
deposits alone of this office total nearly 
$40,000,000. How much was in the 
twenty-five hundred safe deposit boxes 
is beyond conjecture. The work of re- 
moval was guarded by special officers 
belonging to the bank, and by squads 
of city policemen and detectives. 


—On January 1, Thomas Cochran, 
formerly president of the Liberty Na- 
tional Bank, became a partner in the 
firm of J. P. Morgan & Co. He is suc- 
ceeded as president of the Liberty by 
Harvey D. Gibson, who was formerly 
a vice-president. 

Mr. Cochran owes his partnership in 
the Morgan firm to hard work. He be- 
gan as a clerk in the financial district 
and worked his way to the presidency 
of the Liberty National Bank, during 
which time he attracted the attention of 
Henry P. Davison, a member of the 
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increase of 35% in deposits during past three months. 

Are you not interested in an institution that can show such results ? 
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Morgan firm. Mr. Cochran is forty- 
four years old, and was born in St. 
Paul, Minn., where his parents had 
moved previously from New York city. 

Mr. Cochran came to New York city 





HARVEY D. GIBSON 


Successor to Thomas Cochran as President of the 
Liberty National Bank 


from Albany in January, 1900, practic- 

ally penniless. He had worked at rail- 

roading for six years in St. Paul and 

Albany since his graduation from Yale. 

It was during his third year at Yale 
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that his father met with business re- 
verses, and he was forced to work his 
way through. His first important po- 
sition in New York was that of the 
treasurer of a real estate company. It 
was in this capacity that he first met 
Henry P. Davison, then first vice-presi- 
dent of the First National Bank. 

It was just about that time that Mr. 
Davison was working out his plans for 
organization of the Astor Trust Com- 
pany. He picked two young men to 
help him execute these plans. One was 
Mr. Cochran and the other Seward 
Prosser, now president of the Bankers 
Trust Company. The Astor Trust Com- 
pany was formed with Mr. Davison as 
chairman of the executive committee. 
This was in March, 1907. Mr. Coch- 
ran was made vice-president. 

Mr. Cochran held the vice-presidency 
with such credit that in October, 1914, 
when a man was being sought for the 
presidency of the Liberty National 
Bank, he was offered the place. 

The firm of J. P. Morgan & Co. now 
consists of J. P. Morgan, Henry P. Da- 
vison, Dwight W. Morrow, Charles 
Steele, Edward T. Stotesbury, Arthur 
E. Newbold, William Pierson Hamilton, 
William H. Porter, Thomas W. Lamont, 
Horatio G. Lloyd, Edward R. Stettinius 
and Mr. Cochran. Mr. Morrow is the 
youngest member and Mr. Cochran is 
the next youngest. 

Mr. Cochran has many interests in 
the business world. He is a director 
of the Astor Trust Company, the Bank- 
ers Trust Company, the Interborough 
Rapid Transit Company, the Knox Hat 
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Company, the Submarine Boat Com- 
pany, the Kennecott Copper Company, 
the Braden Copper Company, the Amer- 
ican Piano Company, the Hecla Iron 
Works, the United Dry Goods Company 
and the Associated Merchants Company. 

[A portrait of Mr. Cochran appears 
as a frontispiece in this number of Tue 
Bankers MaGazine. | 

Harvey D. Gibson, the new president 
of the Liberty National Bank, is a na- 
tive of North Conway, New Hamp- 
shire, and a graduate of Bowdoin Col- 
lege in the class of 1902. He was first 
employed by the American Express 
Company in Boston and then in New 
York. Later with several business as- 
sociates he obtained control of Raymond 
& Whitcomb Company, of which organi- 
zation he became vice-president. When 
Seward Prosser, now president of the 
Bankers Trust Company, was made 
president of the Liberty National Bank 
some four years ago he invited Mr. Gib- 
son to accompany him as assistant to the 
president. 
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Buffalo 


—Especial progress in all branches 
of work and strong public confidence 
is shown by the last statement of the 
Citizens Commercial Trust Company, 
Buffalo, in comparison with the state- 
ment issued one year ago. At the pres- 
ent time is shown total deposits of $10,- 
159,088.53, as against $7,484,024.47 
one year ago. This is an increase of 
$2,675,064.06. The total resources at 
present are $12,759,718.50, as against 
$10,007,826.34 one year ago, which is 
an increase of $2,751,892.16. 


—The Manufacturers and Traders 
Bank increased its capital from $1,000,- 
000 to $2,000,000, following the recent 
absorption of the Third National Bank. 


—The Citizens Commercial Trust 
Company has received official notice 
from the Superintendent of Banks that 
it has been granted the permit to estab- 
lish a branch at the corner of Ferry and 
Grant streets, this city. 

This particular location was also de- 
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sired by the Bankers Trust Company, 
who had filed an application, and in or- 
der to assist in determining which insti- 
tution should be favored with the per- 
mit, Superintendent of Banks Richards 
came to Buffalo a few weeks ago and 
held a public hearing at the Chamber of 
Commerce offices. This hearing was at- 
tended by leading bankers of the city 
and business men of the locality men- 
tioned above. The subject was discussed 
thoroughly ; both institutions presenting 
their arguments. 

The Ferry & Grant Branch will be 
the third one operated by the Citizens 
Commercial Trust Company—the others 
being at William and Sherman streets, 
in East Buffalo, and at Niagara and 
Tonawanda streets in Black Rock. 


& 
Philadelphia 


—-At a meeting of the Board of Di- 
rectors of the First National Bank held 





FREAS BROWN SNYDER 


Recently Elected Vice-President First National Bank, 
Philadelphia 


on December 28 Freas B. Snyder and 
Harry J. Haas were elected vice-presi- 
dents and Carl H. Chaffee was ap- 
pointed as assistant cashier. 

Mr. Snyder entered the Merchants 
National Bank of Philadelphia April 2, 





HARRY J. HAAS 
Recently Elected Vice-President First National Bank, 
Philadelphia 


1900, and in November, 1909, was 
elected assistant cashier, which position 
he retained after the merger of the 
Merchants National and the First 
National banks. He has always been 
active in the work of the American In- 
stitute of Banking and was one of the 
organizers of the Philadelphia Chapter. 
He has served the latter in many ways, 
as a member of the Board of Governors, 
as secretary, as vice-president and as 
chairman of many important commit- 
tees. He conducted the first post- 
graduate forum in Philadelphia and 
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was a member of the first national post- 
graduate committee. Mr. Snyder has 
given a great deal of time to the study 
of credits and for three years has given 
a course on this subject in Philadelphia. 

Mr. Haas entered the Merchants Na- 
tional Bank of Philadelphia July 21, 
1908. In March, 1910, he was elected 
assistant cashier and since May, 1911, 
has been assistant cashier of the First 
National Bank until his recent election 





CARL H. CHAFFEE 


Recently Appointed Assistant Cashier First National 
Bank, Philadelphia 


as vice-president. Mr. Haas has also 
been an enthusiastic and active member 
of the Philadelphia Chapter of the 
A. I. B., having served as a member of 
the Board of Governors and as chair- 
man of important committees. He is one 
of the best-known men in the Institute. 

Mr. Chaffee has been associated with 
the First National Bank since August, 
1911. In 1915-1916 he was president 
of the Philadelphia Chapter of the 
A. I. B., and it was largely through his 
efforts that the bankers of Philadelphia 





BREADTH IN_~ } 
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Active, practical assistance not only 
in community progress but in the ad- 
vancement of every individual, is of 
utmost value as a bank business 
builder. It focuses public attention, 
induces confidence, builds new, per- 
manent business. 

Through Collins Publicity Service one 
Financial Institution in a community 
may place itself in the position of the 
New York State Banker who wrote : 








“* People are at once convinced that the i 
bank is trying to be of real service to the i 
community. This creates good-will,an (if 
asset the value of which cannot be over- h i 
estimated. Moreover Collins Auviliary | 
Service furnished is valuable. The let- 
ters, advice and suggestions designed to 
meet the many little problems which daily 
— the banker invariably hit the 
mark.” 


COLLINS PUBLICITY SERVICE 
Philadelphia, Pa. 

















decided to further support the Chapter 
by making it possible, financially, for 
them to maintain permanent quarters. 
He was the originator of the trust com- 
pany course which has proven interest- 
ing and instructive to trust company 


men of Philadelphia. 


—According to the First National 
Bank of Philadelphia the volume of 
trade in that vicinity is phenomenal. 

The manufacturing interests are still 
very active notwithstanding the further 
advance in the price of raw materials 
which, during the ~past month, have 
touched the highest level of the war pe- 
riod. Steel plants have so much work 
on hand that they are finding it difficult 
to accept very profitable business. .A 
good deal of new building is going on 
and late records show a gain alone of 
thirty-six per cent., compared with the 
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total shown in the corresponding period 
of 1915. 

Manufacturers, in considering future 
contracts, are frequently insisting upon 
the stipulation that prices shall be gov- 
erned by manufacturing costs prevailing 
at the date of shipment. 
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—lIn the month of November, 1916, 
bank clearings in Pittsburgh reached a 
new high mark, according to the De- 
cember financial letter of the People’s 
National Bank of Pittsburgh. The de- 
posits of the seventy-seven banking in- 
stitutions of that city reached almost 
$600,000,000, an increase of $135,000,- 
000. 


—Reading (Pa.) banking institutions 
show great increases for the first eleven 
months of 1916 in assets and deposits. 
The fourteen banks and trust compa- 
nies show $24,097,726.88 in deposits, a 
gain of more than twenty per cent. in 
one year. The increase is $4,401,048. 
Every bank and trust company has 
made a gain of not less than ten per 
cent. 


—In the last quarterly report of the 
banks in New Jersey issued by the 
State Commissioner of Banking and In- 
surance total resources of $550,349,- 
742.89 are shown as compared with 
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$531,994,862.22 for the three months 
just previous to this. The institutions 
show total deposits of $467,303,507.83, 
as against $452,022,454.45 at the last 
quarterly statement. The total surplus 
is $29,649,701.09 and three months ago 
was $29,049,882.63. 

The trust companies show resources 
of $371,550,108.35, as compared with 
$355,853,906.57 three months ago. The 
increase in deposits in trust companies 
in three months is $13,058,438.13. The 
present deposits are $305,339,935.13 
and three months ago they were $292,- 
281,497. The surplus of the trust com- 
panies at present is $17,526,662.66 and 
three months ago it was $17,439,387.76. 

An increase of $2,333,395.31 in re- 
sources in three months is shown in the 
report on savings banks. The present 
resources are $152,041,769.70, as com- 
pared with $149,708,374.30. An in- 
crease of about $2,000,000 is shown in 
the deposits of these companies in three 
months. The present deposits are given 
as $140,094,390.54, and three months 
ago were $138,038,315.22. The surplus 
at present is $10,586,163.97, as against 
$10,085,251.64 three months ago. 

The State Bank resources at present 
are $26,757,864.84, as compared with 
$26,432,581.96 in the past quarterly 
statement. The present deposits are 
$21,869,182.16, and three months ago 
were $21,702,642.23. These banks have 
a surplus at present of $1,536,874.46, 
as compared with $1,535,193.23 three 
months ago. 
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NEW ENGLAND 


Boston 


—From plans by Architect Thomas 
M. James, 185 Devonshire street, the 
Rockland Trust Co. will erect a new 
bank building at Rockland, Mass., to 
cost about $40,000. It will be a Colo- 
nial building, of brick and granite, 
equipped with every modern banking 
facility. James W. Spence, president; 
H. T. Fogg, vice-president, and Frank 
H. Wright, secretary, constitute the 
building committee. Mr. Wright is also 
assistant cashier of the Second National 
Bank of Boston. 


—lIt is officially announced that the 
proposed merger of the National Shaw- 
mut Bank and the Merchants National 
Bank, which has been under considera- 
tion, will not be consummated. 


—Owing to illness in his family 
which necessitates his removal to a 
warmer climate, D. D. Muir has re- 
signed as vice-president of the First Na- 
tional Bank. 


—At the annual meeting of the First 
National Bank favorable action will be 
taken on an increase of the capital stock 
of the bank by the issue of 25,000 shares 
of new stock at $300 per share, which 
will increase the capital of the bank 
from $5,000,000 to $7,500,000, and the 
surplus from $10,000,000 to $15,000,- 
000, making the combined capital, sur- 
plus and undivided profits in excess of 


$25,000,000. At the. time of the last 
call of the Comptroller the deposits and 
resources of the First National Bank of 
Boston exceeded those of any other bank 
in New England, and this action of the 
directors is a continuance of the bank’s 
policy which has been to maintain such 
a ratio of capital to liabilities as would 
make the bank one of the strongest fi- 
nancial institutions of the country. 

Incidentally the expanded capital will 
facilitate the handling of the bank’s in- 
creasing business both domestic and for- 
eign. 

It is stated that the enlarged capital 
will not necessitate any reduction in the 
dividend rate and the purpose is to 
maintain present dividends of sixteen 
per cent. 


—The Commercial National Bank is 
to move from its present location to new 
quarters at the corner of Post Office 
Square and Milk street. 


—Steps are being taken to organize 
a new trust company in Malden to be 
known as the Community Trust Com- 
pany. It is to have a capital of $100,- 
000 and surplus of $25,000. Charles S. 
Norris, treasurer of the Home Savings 
Bank, Boston, will probably be presi- 
dent of the company. 


& 


—The Farmers & Traders National 
Bank and the Colebrook Guaranty Sav- 
ings Bank have purchased a building 
at Colebrook, N. H., and will remodel 
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and fit it up for their joint occupancy 
as a bank building. Thomas M. James 
of Boston is consulting architect. 


—Announcement has recently been 
made of the election of Thomas W. Far- 
nam, vice-president of the New Haven 
Bank, N. B. A., of New Haven, Conn., 
as class A director of the Federal Re- 





THOMAS W. FARNAM 
Vice-President of the New Haven Bank, N. B. A. 
Recently Elected Director of the Federal 
Reserve Bank of Boston 
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serve Bank of Boston. Mr. Farnam 
graduated from Yale in the class of 
1899. After leaving college he was en- 
geged in the manufacturing business un- 
til 1910, when he entered the banking 
business as vice-president and then 
president of the City Bank of New Ha- 
ven. In 1915 the New Haven Bank N. 
B. A. absorbed the City Bank and New 
Haven County National Bank, and Mr. 
Farnam was elected vice-president of 
the enlarged institution. Mr. Farnam 
is also vice-president of the New Haven 
Morris Plan Co., treasurer of the Mar- 
lin Arms Corporation, and a member of 
the Board of Finance of the city of New 
Haven. 


—Extensive improvements have re- 
cently been completed in the banking 
rooms of the City Institution for Sav- 
ings, Lowell, Mass., from the plans of 
Architect Thomas M. James of Boston. 


& 


SOUTHERN STATES 
Richmond 
[Special Correspondence} 


—The Richmond Country Clearing 
Association established the latter part 
of 1915 has grown to be one of the most 
important divisions of the banking busi- 
ness of Richmond. The country clear- 
ings were formerly collected by each in- 
dividual bank. The formation of the 
association place all the collections in 
one division and greatly reduce the cost 
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DEVELOPING 
MAN-POWER 


IN 


BANKING 





Some men, like machines, are replacable at cost, or less. Others 


are indispensable as the power which propels the modern super- 
dreadnought. 


Modern banking needs these power men, men who can solve in- 
telligently the intricate banking problems of today, who can create 
and develop new business, and who are capable of forming sound 
banking judgments. And there is a way of developing executive 
bankers, for the complex problems of present-day banking. 


The New La Salle Course in Banking and Finance 


offers for the first time, practical and fundamental training in bank- 
ing—not merely for clerical work, but for the real brain work of 
modern banking. It makes a concrete appeal to bank officers, 
directors, cashiers, and bank employees, who have a spirit for the 
better things in banking. 


A Few of the Noted Authorities in Banking and Finance Who 
Have Made this Course Possible 


Eimer H. Youngman, Editor, The Bankers Maga- 0. Howard Wolfe. Cashier, Philadelphia National 
zine, New York City Bank, Philadelphia. 

H. Parker Willis, Ph.D., Secretary, Federal Reserve Walter D. Moody, Managing Director, Chicago 
Board. Washington. Plan Commission 

George E. Roberts, National City Bank, New York R. 8. White, Collection Manager, American Steel 
City. and Wire Company. 

Arthur B. Hall, A. B., Real Estate Expert, Cc. M. Cartwright, Managiug Editor, Western 


Chicago : . 5 : Underwriter, Chicago 
Louis Guenther, Editor, Financial World, New Warren F. Hickernell, A. B , Former Editor Brook- 
__ YorkCity. ee mire Economic Service. 
Frederick Vierling, Trust .Officer, Mississippi Irving R. Allen, Sales and Advertising Counselor, 
Vailey Trust Company, St. Louis. Chicago. 


Edward M. Skinner, General Manager, Wilson 
Brothers, Chicago. 

William Bethke. M.A., Director, Department of Business 
Administration, La Salle Extension University. 
Samuel D. Hirschl, 8S. B., J. D., Member Illinois Bar, 

Chicago. 
Frederick Thulin, L1.. B., Formerly of the Union Trust Com- 
pany, Chicago. 


60-Page Book “ Banking and 
Finance ” FREE upon Request 


This publication will be mailed free and post- 
paid to any bank officer or individual inter- 
ested. It contains useful information on 
modern banking questions and shows clearly 
what this course can do for the individual ~ 
or fora bank. - You owe it to yourself and 
your business to know about this work. 
Write for your copy today. 





Address 


LaSALLE EXTENSION UNIVERSITY 


** The World’s Greatest Extension University’’ 


Dept. 1312-D Chicago, Illinois 
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of the work. The total cost of collec- 
tions is $1.26 for $1,000. 


—It is rumored that possibly the 
Planters National Bank may _in- 
crease its capital stock on the first of 
the year, when the stockholders meet. 
The capital stock is now $300,000, and 
there is an annual dividend of twenty 
per cent. declared every year. The sur- 
plus and profits of this bank amount 
to $1,747,457, according to the report 
given at the last call of the Comptrol- 
ler of the Currency. 





Looking backwards in 1916 the year 
has been the most remarkable in the 
banking history of Richmond. Bank 
deposits and resources have reached the 
highest marks and comparisons with 
previous corresponding periods show a 
wonderful increase in every line. Simi- 
lar conditions exist all through the 
Fifth Reserve District, the territory in 
this section of the country enjoying the 
greatest prosperity in its history. The 
banking business indicates the excellent 
commercial conditions that obtain. 


—Indicative of the thrift habit that 
is being formed in Richmond is the re- 
port of the banks on the total amount 
of savings in the Christmas clubs. 
Three years ago the first Christmas 
savings club was organized and proved 
to be so very attractive that a number 
of the banks inaugurated a similar sys- 
tem, and this year the total savings in 
these clubs amounted to $640,000, and 
the number of accounts reached the 
large total of 75,000. 
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Corporation Company 


36 NASSAU STREET 
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The savings this year amounted to 
about $200,000 more than last year, 
showing that the habit of saving has 
grown, and also reflecting the prosper- 
ous conditions existing among salaried 
people, the bulk of this money being 
saved by working people and clerks. 

The usual semi-annual dividends will 
be declared the first of the year, and 
will amount to about $1,250,000. This 
will include the banks, insurance com- 
panies and railroads located in this city. 


—tThe total deposits of all the banks 
in Richmond amounted to $82,088,042 
at the call of the Comptroller of Novem- 
ber 17. The total assets amounted to 
$107,803,514. At the call of Novem- 
ber 10, 1915, the total deposits were 
$56,558,979, and the assets $82,166,- 
245. 


—The wonderful growth and useful- 
ness of the Federal Reserve Bank of 
Richmond is reflected in the report given 
out by Governor Seay December 15, as 
follows: 

Resources — Gold coin and certifi- 
cates, $4,855,451; gold settlement fund, 
$23,054,000; total gold reserve, $27,- 
909,451; legal tender notes, silver cer- 
tificates and subsidiary coin, $9,733.65; 
total reserve, $27,919,184.65; real es- 
tate, $121,475.77; investments, $60,750; 
United States bonds, including accrued 
interest, $1,504,029.35; bills discounted 
and bought, $5,214,865.79; items in 
transit, deferred, $8,906,999.99; all 
other resources, $44,781.82. Total, 
$43,772,087.37. 

Liabilities—Capital paid in, $3,346,- 
150; reserve deposits, net, $24,456,- 
938.68; United States Government de- 
posits, $3,145,365.42; due to other Fed- 
eral Reserve Banks, net, $875,406.24; 
Federal Reserve notes in circulation, 
net, $2,775,185; items in transit, de- 
ferred, $9,009,938.62; all other liabili- 
ties, $163,103.41. Total, $43,772,- 
087.37. 

Gold reserve against all liabilities, 
eighty-seven per cent.; cash reserve 
against all liabilities after setting aside 
forty per cent. gold reserve for Federal 
Reserve notes outstanding, ninety-three 
per cent. 




















Five Sizes of 


Case Tractors 


Whatever the size of his place, the progressive farmer 
may now buy a Case tractor to fit his exact needs. For 
the smaller and medium-sized farm he may choose from 
our line of small tractors. For the extremely large farms, 
plantations and ranches, he may select from the larger 
models. For certain work and localities one of our eight 
sizes of steam tractors will be found an exceptionally good 
investment. There is a size and kind for every farm. 


This complete line of Case tractors makes it unnecessary 
for any farmer to experiment with lesser-known and un- 
tried machines. For 75 years the Case name has been 
known throughout the world amongst farmers. All men 
realize that the Case sets the pace and furnishes the 
standards by which others are judged. 


Thousands of Case tractors are in use today throughout 
the country. All farmers who own Case tractors unite in 
showing new economies, less work, greater returns. Fewer 
men and horses are needed. Plowing and threshing, as 
well as other farm work, are done quickly at the 
exact time when they should be done. There 
are no costly delays, no dependence. 


All those who want to keep in touch with farm prog- 
ress so they may give sound advice, should have a copy 
of the new Case catalog—75Sth anniversary number. 
This describes all Case tractors, together with Case 
road-building machinery, threshers, baling presses, 
silo fillers, automobiles, etc. A copy will be furnished 
free, upon request. 


thesisnot J. I, Case Threshing Machine Company, Inc. me sic ot 
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The B/L 
Collection Bank 
of Chicago 





We make a specialty of handling col- 
lection items, particularly with Bills of 
Lading attached, on Chicago and out- 
side points. Fast service guaranteed. 
This Department and service to out 
of town banks in direct charge of our 
officers. 


Union Trust Company 
CHICAGO 


One of Chicago's old conservative banks 
doing strictly a commercial business. 
Established 1869 























Federal Reserve Notes—lIssued, $20,- 
034,070; on hand, $804,815; outstand- 
ing, $19,229,255; gold with Federal Re- 
serve agent, $16,454,070; net liability, 
$2,775,185. 

The rediscounts of the Federal Re- 
serve Bank for the year will not be as 
large as for the year 1915, general pros- 
perous conditions in a measure account- 
ing for this. 


—Investments of the Bankers Loan 
and Securities Company, New Orleans, 
La., are soon to have merged into them 
the mortgage loan assets of the Rural 
Credit Company. James L. Wright and 
associates, who are large stockholders 
in the Bankers Loan and Securities 
Company, have acquired the stock con- 
trol of the Rural Credit Company and 
as soon as practical expect to merge the 
mortgages. The Rural Credit Company 
began business in 1913 with a capital 


of $130,000, of which $30,000 was paid 


, 3) 


—McLane Tilton, president of the 
First National Bank of Pell City, Ala., 
has instituted a campaign in an effort 
to bring about the amendment of the 
Federal Reserve Act which he believes 
is discriminatory against the country 
banks of the United States. In a let- 
ter which he has addressed to the ap- 
proximately twenty thousand banking 
institutions of the country which come 
under this classification, Mr. ‘Tilton 
urges that they advocate with their re- 
spective representatives and senators 
the passage of an amendment to the 
Reserve Act intended to restore ex- 
change conditions as they were prior to 
the enactment of that measure. 


—The Birmingham Trust and Sav- 
ings Company of Birmingham, Ala., in 
their last statement show deposits of 
$7,874,233.41, capital stock $500,000, 
and total resources of $9,135,422.31. 
The policy of the bank is outlined in 
the following words: 

“This bank began life with an ideal 
in the minds of its founders and that 
ideal was that banking is a profession. 
How well it has lived up to this ideal 
is attested by the unique position it 
holds and the reputation it now bears. 

“Tt has been careful, conservative and 
constructive in its policy since its or- 
ganization in 1887. Its best efforts 
have been and are directed to the up- 
building of men and legitimate enter- 
prises; towards furnishing a safe de- 
pository for the money of the people, 
avoiding speculations and promotions in 
whatever form they have come or how- 
ever disguised as public enterprises.” 


& 
WESTERN STATES 
Chicago 


—The last statement of condition is- 
sued by the Englewood State Bank, 
Chicago, shows total resources of $2,- 
015,865.99, deposits of $1,752,959.82, 
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** One Cheque Pays All—One Stamp Carries It.” 


BUDGET CHEQUE SYSTEM 


“The Code that Cultivates Credit” 


We invite correspondence. 


THE BUDGET CHEQUE CORPORATION 


124 S. Michigan Ave., 


CHICAGO 


and capital, surplus and profits of 
$254,000. The increase in deposits of 
this bank is shown by the previous re- 
ports, which they have issued to the 
state auditor: 


MOE Sh, BOOS. 2 cscicscciccness $ 260,003.08 
Py eee 535,604.39 
Se Oe ee 707,368.15 
Fe Bk En rere 723,431.49 
ee OPEL EET ee 1,075,358.34 
ee EE ok neat renamed 1,122,002.62 
Se EE ia taenewnsionwews 1,244,352.07 
INOW. Oi, BOON: oh dideacsve gees 1,297,212.28 
CIN i ED oa. c0es cwensau wes 1,346,807.45 


Nov. 25, 1914 
Nov. 11, 1915 
Nov. 18, 1916 


1,307,981.77 
1,497,872.08 
1,752,959.82 


—Trade conditions in the Middle 
West are summed up in the December 
financial letter of The National City 
Bank of Chicago, as follows: 


Trade throughout the Middle West 
is active and the buying power is phe- 
nomenal, A portion of this demand re- 
flects an apparent belief that further 
price advances will be announced. Most 
manufacturing concerns have all the 


work that they can handle and those 
allied with the steel industry have been 
obliged to turn down profitable con- 
tracts, because of the difficulty of ob- 
taining additional labor. ‘The produc- 
tive capacity of the steel industry in 
this section has apparently been 
reached. There has never been a larger 
volume of business handled by the mills, 
or by those concerns which produce ma- 
terial used by the railroads. It is no 
longer a question of price, but of get- 
ting deliveries. 


—The National City Bank of Chi- 
cago at the close of business November 
17, 1916, show deposits of $37,687,- 
901.36 and total resources of $41,- 
150,898.97. 


—The Union Trust Company is be- 
coming well known to bankers as the 
“B/L collection bank of Chicago,” on 
account of the great amount of this sort 
of business that it is transacting. There 
is an immense quantity of produce, 
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The National Stock Yards National Bank 


AND 


The National Cattle Loan Company 


ST. LOUIS NATIONAL STOCK YARDS, ILLS. 


Are the largest cattle financing institution in the Eighth Federal 
Reserve District 


WIRT WRIGHT, President 


0. J. SULLIVAN, Vice-Pres. & Cashier 





grain, wool, hides, machinery, cattle and 
other merchandise being shipped to 
Chicago, payment for which is secured 
through drafts with bills of lading at- 
tached. For the collection of such items 
the Union Trust is splendidly equipped. 


FREDERICK R. FENTON 
Vice-President, C. V. McNear & Company, Chicago 
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As a result of this service, during the 
past six years the company has accu- 
mulated about $7,000,000 of bank de- 
posits, principally from state banks and 
trust companies. 


—Frederick R. Fenton, who for the 
past twelve years has been actively con- 
nected with the bond business, for a 
number of years sales manager for E. 
H. Rollins & Sons, for the past five 
years in a similar capacity with Devitt, 
Tremble & Company,has severed his 
connections with Devitt, Tremble & 
Company to become vice-president of 
C. W. McNear & Company, Chicago, 
having charge of the sales organization. 
C. W. McNear & Company is one of the 
best known municipal bond houses in the 
West, and they are extending their field 
of activity into that of financing public 
utilities and industrial corporations. 

Mr. Fenton is perhaps better known 
to the investment banking fraternity as 
one of the organizers of the Investment 
Bankers Association of America, having 
been an officer since its inception. Mr. 
Fenton brings to his new connection a 
wide experience and the best wishes of 
a host of friends. 


—In submitting the fifty-third annual 
statement of the First National Bank, 
James B. Forgan, chairman of the 
board, gave out the following statement: 

“Comment was made in the report of 
December 31, 1915, on the unsatisfac- 
tory bank earnings during that year 
caused by the surplus of loanable funds 








60 Years of Con- 


servative Banking 


Mechanics-American 
National Bank 


of St. Louis 
Capital, $2,000,000 


_ Surplus, $2,500,000 


Resources, $40,000,000 


A STRONG BANK WITH THE EQUIPMENT, THE EXPERIENCE AND 
THE STRENGTH TO GIVE THE BEST SERVICE 


ACCOUNTS INVITED 
WALKER HILL, President 


FRANK O. HICKS. . 
JACKSON JOHNSON 
EPHRON CATLIN. . 


. Vice-President 
. Vice-President 
- Vice-President 


WILLIAM H.HETTEL . 





created through the reduced reserve re- 
quirements under the Federal Reserve 
Act, and by gold imports. The latter 
feature has continued throughout the 
year 1916 to even a greater extent. 
Gold sent to this country with systematic 
regularity for the purpose of maintain- 
ing stability in the sterling exchange 
market, has caused interest rates to con- 
tinue at an abnormally low level and has 
created a basis for a further huge ex- 
pansion in credits in the United States. 

“Between the dates of September 2, 
1915, and September 12, 1916 (covering 
approximately one year, and the figures 
at the latter date being the latest avail- 
able), the loans of the national banks of 
the United States have expanded $1,, 
500,000,000, and deposits have increased 
$1,700,000,000, while cash in vaults and 
with Federal Reserve banks has in- 
creased $142,000,000, or barely ten per 
cent when compared to the increase in 
deposits. As a result of these changes, 
the percentage of cash reserve to net 
deposits decreased from 16.14 on Sep- 


JOSEPH S. CALFEE 
CHARLES L.ALLEN. . 
JAMES R. LEAVELL. . 
Asst. Cashier 


Cashier 
Asst. Cashier 
Asst. Cashier 


tember 2, 1915, to 14.70 on September 
12, 1916. Although this change seems 
small, yet it is an important one as meas- 
ured by past experience, indicating as it 
does that, notwithstanding our heavy im- 
ports of gold, credit is expanding in 
greater ratio. 

“With this situation existing in the 
financial world; with most of our com- 
mercial and manufacturing concerns be- 
ing eperated at their maximum capacity ; 
with constantly increasing prices on all 
commodities; with curremt profits in 
many lines larger than ever thought pos- 
sible by the most optimistic, it behooves 
us to give careful consideration to the 
future, and to have in mind that this 
most unusual condition and unexpected 
prosperity, resting as it does on the in- 
secure foundation of the distressing sit- 
uation in Europe, may come to a sudden 
end. We should therefore make the 
most liberal provisions and take ex- 
traordinary precautions for the reaction 
which must follow. , 

“General conditions are reflected in 
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Every Trust Company Service— 


The Mississippi Valley Trust Company 
operates complete Financial, Trust, Bond, 
Real Estate, Safe Deposit, Savings and Farm 


Loan Departments. 


Its out-of-town customers, particularly the 
financial institutions who are its correspond- 
ents, find that this completeness of organiza- 
tion makes for instant and efficient attention 
to special needs as they arise. 


Mississippi Valley Trust Co. 
Capital, Surplus and Profits over $8,000,000 
ST. LOUIS 








the various items shown in the state- 
ments of the two institutions. In the 
First National Bank the deposits have 
increased since December 31, 1915, from 
$154,550,000 to $176,051,000, while the 
loans have expanded during the same 
period from $107,209,000 to $123,098,- 
000. The deposits of the First Trust 
and Savings Bank, on account of the 
large proportion of time deposits, do not 
reflect this condition to so large an ex- 
tent. Its deposits have increased from 
$65,154,000 on December 31, 1915, to 
$77,813,000 on December 30, 1916. 
“The low rates of interest prevailing 
throughout the year have resulted in re- 
duced profits in commercial banking. 
‘The earnings of the First National Bank 
have been $1,301,921.06 as compared 
with $1,536,868.05 for the preceding 
year, while the First Trust and Savings 
Bank, a large part of whose assets are 
properly invested in long term securi- 
ties, shows a profit of $1,079,218.45 as 
compared with $1,043,483.39 last year. 
“The combined profits of the affiliated 
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banks show net earnings for the year of 
seven and one-quarter per cent against 
eight per cent last year on the average 
aggregate capital employed. After hav- 
ing made provisions for depreciations 
and losses, both actual and anticipated, 
the combined net profits for the two 
banks for the year are $2,381,139.51. 
The dividends paid amount to $2,200,- 
000, leaving a surplus above dividends 
of $181,139.51.” 
& 


St. Louis 


—The advent of the year 1917 marks 
the completion of sixty years of con- 
tinuous successful banking for the Na- 
tional Bank of Commerce in St. Louis. 
With a capital and surplus of 
$12,000,000 and resources of over 
$78,000,000, this bank starts in upon a 
new decade with unexcelled facilities for 
service to its clients. 


—The Mississippi Valley Trust Com- 
pany has inaugurated a new method of 





MINNEAPOLIS 


FIRST AND SECURITY 
NATIONAL BANK 


Resources over $70,000,000.00 
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handling deposits and checks of current 
depositors, known as the unit-paying-re- 
ceiving system. Instead of having one 
set of tellers for paying all checks and 
another for receiving all deposits, the 
Mississippi Valley Trust Co. now has 
both functions performed by the same 
men. The accounts of the institution 
have been divided alphabetically and 
each paying-receiving teller has been as- 
signed a certain number of accounts in 
his exclusive charge. This gives the 
tellers a better chance to become ac- 
quainted with the faces, signatures and 
individual needs of the customers. Banks 
and trust companies in several other 
cities are operating similar plans, but 
the Mississippi Valley Trust Co. is the 
first large St. Louis banking institution 
to install the system. 


—The board of directors of the Third 
National Bank have authorized the dis- 
tribution among their employees of bo- 
nuses aggregating $10,000. F. O. 
Watts, president, in making his an- 
nouncement to the employees, explaimed 
that the distribution was limited to the 
clerical force and was not to be shared 
in by the officers of the bank. He fur- 
ther stated that the distribution was not 
made because of unusual business nor 
because of excessive earnings by the 
bank, it being a matter of common 
knowledge that banks have not, like 
many other lines of business, reaped 
benefits from the wave of prosperity of 
the past year, but was prompted by an 
earnest desire of the board of directors 
to assist employees in meeting the ab- 
normal conditions due to the greatly in- 
creased cost of living. 

Employees will share in the fund on 
the basis of individual dependents and 
according to length of service. The fol- 
lowing is the table upon which the bonus 
is to be pro rated: 


Per cent. 


Married employes receiving under $1,000 per 
annum will be given 

Receiving between $1,000 and $1,500 

Receiving between $1,500 and $2,000 

Receiving over $2,000 

Single men (with dependents) under $1,000 
per annum 

Sinzle men (with dependents) $1,000 and 
over 

Single men (without dependents)........... 6 
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Two per cent additional will be given to single 
men whose salaries are $1,000 or less and who 
have dependents; 1 per cent additional to single 
men whose salaries are more than $1,000 and who 
have dependents. 


& 


Minneapolis 


—Observant bankers throughout the 
Northwest, according to the report of 
the Northwestern National Bank, Min- 
neapolis, Minn., find bank deposits 
growing, general business improving, 
collections good. 

The prevailing feeling is one of sat- 
isfaction concerning present conditions 
and of confidence for a prosperous win- 
ter. Even the sections that withstood 
the brunt of the worst of the disappoint- 
ing harvest are not complaining to any 
great extent. In the Twin Cities the 
response to the recent call of the Comp- 
troller discloses a new high record for 
deposits. Minneapolis showed an in- 
crease of nearly eighteen million dol- 
lars over a year ago. The gain in loans 
and discounts, which is perhaps the 
most notable feature of the combined 
statements of the commercial banks of 
this city, is double that of the gain in 
deposits, being nearly a thirty-five mil- 
lion dollar increase. The total Minne- 
apolis loans and discounts were $119,- 
980,000 on November 17, 1916. The 
loans of the Northwestern National 
Bank showed a gain of twenty-five per 
cent. over those of a year ago. 


& 


Detroit 


—The Central Savings Bank branch 
just completed at the juncture of Grand 
River avenue, Forest and Fourteenth 
streets, was opened for business a short 
time ago. The structure is considered 
a new departure in branch bank build- 
ing, lacking as it does that cold for- 
bidding atmosphere so common in build- 
ings of the type. The building, con- 
structed of white stone in massive Goth- 
ic style, which gives an air of security, 
is surmounted by two large stone fig- 
ures representing Industry and Com- 
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merce. The figures are so arranged as 
te support a large electric clock. 

The entire first floor and balcony will 
be given over to banking. The interior 
is splendidly appointed with flooring of 
Terrazzo, mahogany woodwork, and 
trimmings and fixtures of marble and 
bromze. Modern banking devices and 
fixtures have been installed. 

The upper floor, fitted with modern 
plumbing and mahogany woodwork, is 
divided into offices which will be let to 
dentists and doctors. 


& 


—The Bank of Commerce, Sapulpa, 
Oklahoma, which opened for business 
July 1, 1916, makes a fine showing in 
its last statement. Total resources are 
$293,591.53, against $259,914.10 one 
month before. The deposits are $236,- 
230.36 as compared with $205,762.72 
of the previous month. The bank has a 
capital of $50,000. 


—The deposits in the German-Ameri- 
can Bank of Springfield, Missouri, ac- 
cording to the last statement, are $416,- 
307.01, an increase of $336,394.59 from 
one year ago. The capital stock is $50,- 
000 and total resources $469,194.35. 


& 


PACIFIC STATES 
San Francisco 


—The Anglo and London-Paris Na- 
tional Bank of San Francisco in their 
financial letter for December, 1916, 
state that: 

Business was never more active in 
this state than now, nor have the prod- 
ucts of the state ever brought in so 
much money or brought it so promptly. 
Individual prosperity is shown by the 
great increase of bank deposits and the 
independence of commercial borrowers. 
The activity of business is shown by 
the bank clearings whose volume far ex- 
ceeds that of any other period. Collec- 
tions are good. The crops of the year 
have been almost completely sold and 











Old National 
Bank 


of SpoKane 


ITH direct connections in 

every banking point through- 

qut the ‘‘ Inland Empire” — 
a region three times the size of 
Alabama, of which Spokane is the 
financial and railroad center — The 
Old National has the facilities to 
collect your Pacific Northwest 
items with exceptional economy 
and dispatch. 


OFFICERS 
D. W. TWOHY, President 
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are leaving the state as fast as trans- 
portation can be had. The mineral out- 
put is larger than ever before and prices 
are higher. The citrus crop promises 
to be the largest on record. 


-—Frank C. Mortimer has_ been 
appointed Pacific Coast representative 
of the National City Bank of New 
York. His offices are located at 610 
Insurance Exchange Building, San 
Francisco. 


—Shipping conditions on the Pacific 
Coast are reported as not improving by 
the American National Bank of San 
Francisco. The bank states that car 
shortages reported in all sections ap- 
pear to be growing, while regular coast- 
to-coast ocean shipping is a thing of 
the past. Oversea freight rates are 
nearer normal than they have been for 
eighteen months, but there is not a suffi- 
ciency of regular sailings, and a partial 
embargo at the Russian port of Vladi- 
vostock has caused the withdrawal of a 
number of boats from that run. 


co 


Los Angeles 


—On December 8 the Security Trust 
and Savings Bank passed the 100,000 
mark in number of open accounts upon 
its ledgers. 

This is rather a noteworthy event 
when it is considered that this is the 
only bank outside of New York, Chi- 
cago, Philadelphia, Boston and Cleve- 
land that has more than 100,000 de- 
positors’ accounts. 

On January 1, 1916, the Security 
Trust and Savings Bank had 94,000 ac- 
counts and there were many, when the 
matter was suggested, who were skep- 
tical of the ability of the bank to gain 
6,000 accounts net during the year, in 
the face of existing conditions. How- 
ever, the goal was reached in a little 
more than eleven months. 

That it has been accomplished in that 
short time is due to the enthusiastic co- 
operation of the employees, who, filled 
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with the Security spirit, have heartily 
backed every publicity effort by main- 
taining that high standard of service 
which the Security has established. 

It is an interesting fact that during 
the entire history of the Security Trust 
and Savings Bank, which is now round- 
ing out its twenty-eighth year of exist- 
ence, the bank has been under the same 
management. It must be with a large 
degree of satisfaction that J. F. Sar- 
tori, who organized the bank; M. S. 
Hellman and W. D. Longyear, who be- 
came associated with it soon afterwards, 
and Chas. H. Toll and W. H. Booth 
look back over the years and compare 
the ending of the bank’s first year in 
the little store on Main street, which 
showed resources of $300,000 and 
1,050 accounts, with the $50,000,000 
of resources and 100,000 accounts of to- 
day, which requires the handsome bank- 
ing room at Fifth and Spring, now 
known as “Security Corner,” and the 
Branch, at First and Spring, to accom- 
modate them. 

Undoubtedly another important fac- 
tor in encouraging the confidence of that 
army of people which deposits in the 
Security, is the fact that each of the di- 
rectors of this bank has been a resi- 
dent of its community from twenty to 
fifty years. 

The stockholders of the Security 
Trust and Savings Bank also own the 
entire stock of the Security National 
Bank, which is now located at Fourth 
and Broadway, and is rapidly coming to 
the front as a commercial bank. 

A strikingly handsome building for 
the Security National is now nearing 
completion, immediately adjoining that 
of the Security Trust and Savings Bank 
on Spring street, and will probably be 
occupied shortly after January 1. 

The combined resources of these 
banks are now approximately $55,000,- 
000, and the officers of the Security 
Trust and Savings Bank are as follows: 

J. F. Sartori, president; M. S. Hell- 
man, John E. Plater, Chas. H. Toll, W. 
H. Booth, vice-presidents ; W. D. Long- 
year, cashier and secretary; T. Q. Hall, 
R. B. Hardacre, Geo. M. Wallace, as- 
sistant cashiers; W. M. Caswell, assist- 
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ant secretary; L. H. Roseberry, trust 
attorney; G. M. Martin, assistant trust 
attorney; J. H. Griffin, trust officer and 
assistant secretary; C. M. Jay, assistant 
trust officer; H. H. Smock, auditor; J. 
G. Carey, manager Equitable Branch; 
Luke Wood, W. M. Cameron, assistant 
managers Equitable Branch. 

Directors are as follows: James H. 
Adams, Wm. H. Allen, Jr., W. Jarvis 
Barlow, W. H. Booth, Norman Bridge, 
W. L. Graves, Henderson Hayward, M. 
S. Hellman, W. H. Holliday, Joseph 
Kurtz, R. H. Lacy, W. D. Longyear, T. 
E. Newlin, H. W. O'Melveny, John E. 
Plater, J. F. Sartori, J. H. Shankland, 
R. Shettler, James Slauson, Chas. H. 
Toll, W. L. Valentine, W. J. Washburn, 
W. D. Woolwine. 


& 


—Banks of the Spokane country, out- 
side of the City of Spokane, and ex- 
lusive of the fruit, mining and lumber- 
ing districts, show a combined increase 
in deposits in sixty-six days of over 
$15,000,000 by the estimate of T. H. 
Brewer, president of the Fidelity Na- 
tional Bank of Spokane. Mr. Brewer 
has compiled tables for different sec- 
tions of the wheat belts from official 
statements of the banks in his files. 

While this list does not represent 
every bank in the district, it is repre- 
sentative of every wheat section, and 
the figures for these show an actual in- 
crease in deposits of $10,000,000, ap- 
proximately, at the last call, November 
17, over the preceding call, September 
12. 


—Splendid crops at unusually high 
prices and the coming of new business 
are the two factories to which the Peo- 
ple’s State Bank of Walla Walla, 
Wash., attribute deposits which in their 
last statement are $971,196.83. At the 
same date in 1914 the deposits were 
$483,423.24. The Bank has a paid-in 
capital stock of $50,000 and total re- 
sources of $1,066,623.24. 


—The work of rehabilitating the 
Utah State National Bank, Salt Lake 
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City, Utah, is progressing rapidly. O. 
Geiger of Hamilton, Ohio, recently in- 
stalled the new vaults, which will be 
equal to any in the intermountain states. 


& 
CANADIAN 


—The October, 1916, Canadian bank 
clearings for the central and eastern 
cities have in every instance made a new 
high record. Montreal stands at the 
head with $355,590,527 for the month, 
which is the highest point ever reached 
in the city’s history. This compares 
with $253,982,655 for the correspond- 
ing month and represents an increase of 
$101,607,872. 

Toronto comes next with a total for 
the month aggregating $244,508,737, 
which is an increase of $68,484,777 over 
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[* this book Hon. Willis S. 

Paine, author of Paine’s 
Banking Laws and Paine’s New 
York Banking Laws, completely 
analyzes the Federal Reserve Act 
and records the various rulings 
and interpretations which have 
affected it since its enactment. 
The book is an authoritative 
treatise on the history, enact- 
ment, development, operation and 
interpretation of this important 
law. The Bill of Lading Act and 
the Farm Loan Act are also con- 
sidered. 

















October last year, when clearings 
amounted to $176,023,958. 

Other cities show smaller gains, 
Winnipeg increasing only $1,157,302 
over the same month last year. This is 
accounted for in the smaller movements 
of grain during October caused by the 
British Government’s taking of the 
wheat import business. Ottawa with 
$25,487,446 is an increase of $7.682,- 
797 over 1915, Hamilton shows $4,853,- 
153, and Quebec $2,728,895 increase. 
Other cities of smaller size show a rela- 
tive gain. 


—At the last meeting of the board 
of directors of The Bank of Toronto, 
Mr. Archibald H. Campbell of T»ronto 
was elected a director of the bark. 


—tThe annual statement of the Royal 
Bank of Canada reflects in a strik- 
ing manner the strides the Royal is 
making among the leading Cunadian 
banks and the benefits it is evidently 
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obtaining from the strong and effective 
banking organization it has built up 
throughout the Dominion. 

For the first time in the history of 
the bank, total assets are reported in 
excess of a quarter of a billion, the in- 
crease for the past twelve months be- 
ing $55,000,000; total assets amounting 
to $253,261,427, compared with $198,- 
299,123 at the end of last year, and 
$179,404,054 at the end of 1914. 

In line with its policy, the Royal has 
evidently availed itself of the large as- 
sets at its disposal to keep itself in an 
exceptionally strong position, as repre- 
sented by liquid assets in excess of 
fifty-three per cent. of the total liabili- 
ties to the public, but, at the same time, 
has catered in a special way to the re- 
quirements of its customers, as substan- 
tial gains are reported in current loans 
and discounts. 

The general character of the bank’s 
deposits makes a gain of over $23,000,- 
000 in deposits bearing interest, a not- 
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able one, and is especially gratifying in 
view of the manner in which the Royal 
during the course of the year recom- 
mended to its depositors investment in 
' the large Dominion domestic loans. The 
gain in total deposits for the year is 
over $45,000,000 at the rate of close to 
$3,750,000 a month. 

While the main features of the an- 
nual statement indicate that attention 
has centered on co-operation with cus- 
tomers and the maintenance of a very 
strong position in order to be continual- 
ly prepared during the war period, 
there is a healthy increase in the profits 
for the year, these amounting to $2,- 
111,307.65, equivalent to 17.87 per cent. 
on the average paid-up capital, com- 
pared with $1,905,576.57, or 16.48 per 
cent. in the previous year. 

After the payment of the regular 
dividends, making a contribution of 
$50,000 to patriotic fund and allowing 
for the usual appropriations, the bank 


carried a surplus forward into the new 
year of $852,346.28, as against $676,- 
472.11 at the end of the previous year. 

One of the recent important develop- 
ments of the bank’s business results 
from the chain of branches which it has 
built up in the British West Indies and 
other southern countries, and this has 
been a material aid to the growing for- 
eign business of Canada. 

The general statement of assets and 
liabilities show that of the total assets 
of $253,261,427, the amount maintained 
in the form of liquid assets is $121,- 
127,653, equivalent to 53.24 per cent. of 
liabilities to the public as compared 
with $84,894,462 last year and $71,- 
244,677 at the end of 1914, a gain of 
approximately fifty million dollars in 
two years. The principal accounts in 
the liquid assets are as follows: Cur- 
rent coin, $16,072,763, compared with 
$15,946,289. Dominion notes, $14,- 
249,110, against $12,977,390, while the 
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bank’s deposit in the central gold re- 
serve has jumped to $6,500,000, up from 
$3,000,000 at the end of last year. 

The holdings of securities contain 
some interesting changes, the Dominion 
and Provincial Government securities 
standing $1,029,374 compared with $1,- 
361,105, while Canadian municipal se- 
curities and British, foreign and colo- 
nial public securities have made a big 
advance to $14,013,089, against $3,- 
184,333; railway and other bonds and 
stocks, $15,464,604, against $14,083,- 
602. Call loans in Canada and else- 
where have gained to approximately 
$32,400,000, compared with $19,000,- 
000 last year, and evidently represents 
provision against any unforeseen devel- 
opment that may possible arise owing 
to the exceptional conditions caused by 
the European war. 

The much larger accommodation the 
bank is providing notwithstanding the 
general tendency to pay off loans, is 
shown by a gain in total current loans 
and discounts to $124,864,658, com- 
pared with $106,552,634 a year ago. 

The. policy of service and co-opera- 
tion always followed by the Royal is 
undoubtedly one of the reasons for the 
steady gains in deposits, deposits bear- 
ing interest having gained to $140,862,- 
199, compared with $117,519,330, 
while deposits not bearing interest have 
advanced to $59,365,396, up from $37,- 
156,997, this resulting in the total de- 
posits crossing the $200,000,000 mark 
compared with $154,976,327 a year ago. 

The profits, added to the amount car- 
ried forward from profit and_ loss, 
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brought the amount available for distri- 
bution up to $2,787,779. Of this 
amount the regular dividend at the rate 
of twelve per cent. required $1,417,207 ; 
transferred to officer’s pension fund, 
$100,000 ; written off bank premises ac- 
count, $250,000; war tax on bank note 
circulation, $118,226; contribution to 
patriotic fund, $50,000, leaving the 
amount to be carried forward to profit 
and loss $852,346 compared with $676,- 
472. 

The annual meeting of the sharehold- 
ers has been called for Thursday, Janu- 
ary 11. 

The principal accounts, showing com- 
parisons with those of last year, are as 
follows: 


1916. 1915. 
weeeeceee o$253,261,527 $198,299,123 
121,127,663 84,894,462 


Total assets 

Liquid assets 

Total current loans and 
discounts 

Total call loans 

Deposits in central gold 


124,864,658 
32,448,031 


106,552,634 
18,952,459 


reserve 6,500,000 
Deposits bearing interest 140,862,199 
bearing 
59,365,396 
2,111,307 

852,346 


3,000,000 
117,519,330 
Deposits not 
37,456,997 

1,905,576 

676,472 


interest ...... 
Profits for the year 
Balance carried forward 


—The Bank of Toronto has opened a 
branch at Sibbald, Alberta, under the 
management of James Murray, for- 
merly manager at Kipling, Sask., 
branch. James Maguire, manager at 
Colonsay, Sask., has been transferred 
to the Kipling branch and Barry I. 
Meyer, the accountant at Colonsay, is 
made manager at that point. 
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New Counterfeit $10 Gold 


ERIES of 1907; check letter “A”; 
plate number 9; Gabe E. Parker, 
Register of the Treasury; John Burke, 
Treasurer of the United States; por- 
trait of Michael Hillegas. 
This counterfeit is printed from 
photomechanical plates on two pieces of 


ertificate 


paper, between which silk threads have 
been distributed. The number of the 
specimens so far seen is B9599202. The 
notes are poorly printed. The seal and 
large numeral appear on some of them 
printed light yellow; on others almost 
brown. The back of the note is not as 
good as the face. 








